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Painting by Charles Sheeler—‘ Riding Through Gatun’’ 


Locks that Unlock World Trade 


HE Panama Canal locks, through which have passed as many 

as 6,000 ships a year, lift great liners over a mountain range 
and lower them once more to the sea. Cutting down the length 
of hauls by thousands of miles, and saving time and freight 
costs, the Panama Canal has been a powerful factor in enlarg- 
ing world markets and expanding U.S. trade. 

The ‘‘business”’ of the Panama Canal Zone—a strip of land 
extending five miles on either side of the 50-mile-long Canal — 
is primarily to facilitate world trade. In prewar days the Zone 
was developing into a trans-shipping point and tourist center. 

At both ends of this crossroads of the world National City 
has branches. American business requires bank services to 
finance imports from and exports to the Zone, to make toll 
payments, and to facilitate tourist and transit trade. 

The National City Branches at Balboa and Cristobal supplement the 
Branch in the City of Panama, exemplifying again how our 45 overseas 
units are strategically located to develop all aspects of foreign trade and 
thus to increase business and create more jobs. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York e 66 Branches in Greater New York 


Write for color-illustrated booklet describing ‘‘ Overseas Banking Service.” 


Bitit ir Yirld Wide Bante: 


Member Federal Deposit Insurance Corporation 


Vincent H. Sackett is the 
manager of the National City 
Bank at Balboa in the Canal 
Zone. Every day of his busi- 
nexs life since 1919 he has 
helped service the bu-iness of 
the Bank’s clients in the 
Caribbean area-at seven 
branches including all three 
on the Isthmus of Panama. 
Such experience is typical of 
all our overseas officers. 


ACTIVE OVERSEAS BRANCHES 


Rio de Janeiro 
Pernambuco 
Santos 

Sao Paulo 


CANAL ZONZ 
Balbea 
Cristobal 
CHINA 
Shanghai 
Tientsi 


COLOMBIA 
Bogota 


Barranquilla 
Medellin — 


CHILE 
Santiago 
Valparaiso 


CUBA 
Havana 
Cuatro Caminos 
Galiano 
La Lonja 
Caibarien 


117, Old Broad St. 
11, Waterloo Place 


Tokyo (Limited) 


MEXICO 
Mexico City 
PERU 
Lima 


Manila 


PUERTO RICO 
San Juan 
Arecibo 
Bayamon 
Caguas 
Mayaguez 
Ponce 


REP. OF PANAMA: 
Panama 


SINGAPORE 


URUGUAY 
Montevideo 


VENEZUELA 
Caracas 


Every 3 seconds a customer is served overseas 


. r B 


a =} 


































































European countries, whose railway 
systems were damaged badly during the 
war, are being sold surplus railway cars 
of the U.S. Army. Out of 11,076 made 
available to overseas buyers, France will 
receive the largest share, totaling 6,409. 
Holland will obtain 900 box cars, 1,000 
20-ton gondola cars and 100 others. 
Greece will get 1,000 box cars and 50 
tank cars. Poland will buy 1,617 freight 
cars. The equipment, which originally 
cost $25,000,000, will sell for about one 
third of that. 
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The U.S. zone in Germany has con- 
cluded a new trade agreement with 
Sweden, similar to those previously 
reached with Czechoslovakia and Switz- 
erland. Under the pact, which is de- 
signed to revive the war-damaged indus- 
tries of the zone, Sweden will provide 
raw materials and receive wine and other 
such surplus products in return. 
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The Netherlands is rushing the recon- 
struction of her merchant fleet in an ef- 
fort to reduce the high freight charges on 
imports and help balance international 
payments. Holland is negotiating with 
the United States for the purchase of 40 
surplus vessels with a gross weight of 
300,000 tons. With 126 ships under con- 
struction or on order, the Dutch fleet 
soon will exceed 2,000,000 gross tons, or 
about 75 per cent of the prewar fleet. 
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Automobile production at the Daimler- 
Benz plant at Mannheim in the U.S. 
zone of Germany now has reached the 
rate of about 300 a month. Work at 
present is being concentrated on three- 
ton trucks, in great demand for recon 
struction activities. Distribution of fin- 
ished vehicles is hampered by lack of 
wheels, tires and _ headlight bulbs. 
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Italy and Hungary have signed a trade 
agreement for an annual exchange of 
goods valued at $5,000,000. Italy is to 
export machinery, utensils, textiles and 
other manufactured goods, and will re- 
ceive from Hungary mineral oils, seeds 
and agricultural products. 


© 00 
The New Zealand Government is con- 


sidering the reduction of taxes on build- 
ing materials in an effort to reduce the 
costs of the housing program. At present, 
about half of all new housing in New 
Zealand comes from Government-spon- 
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sored construction. These houses, rented 
by the Government at nominal fees, are 
becoming so expensive to build as a re- 
sult of increased costs that the rent pro- 
gram is operating at a loss. 
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Norwegian purchases abroad are to 
be reduced by the development of new 
industries to manufacture products for- 
merly imported. A new corporation will 
be making plastic products by late 1947. 
Motor trucks may be produced do- 
mestically for the first time. Other new 
projects include mechanized production 
of fish products, manufacture of office 
equipment, sewing machines, washing 
machines and refrigerators. 
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Trade between the U.S. and Russian 
areas in Germany is to be increased as 
the result of an agreement between the 
State governments of Bavaria and 
Thuringia. Under the pact, which calls 
for a duty-free exchange of goods, 
Thuringia in the Russian zone is to ship 
raw wool and glass products to Bavaria 
and to receive farm machinery, worsted 
yarns and similar products in exchange. 


oo 98 


Holland has resumed the export of 
diamonds on a large scale. During the 
month of September, the Netherlands ex- 
ported 5,001 carats of diamonds worth 
approximately $1,000,000. Of the dia- 
monds, 3,840 carats, worth about $812,- 
000, were shipped to the U.S. The bulk 
of the exported diamonds were cut, but 
a large quantity of rough stones for in- 
dustrial use also was included. 
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Australian exports, which have been 
rising continually since the end of the 
war, are now more than double last 
years. Australia shipped $105,000,000 
worth of goods during September, which 
is more than twice the exports for the 
same month in 1945. Imports, mainly 
from Britain, Canada, India and Malaya, 
are maintaining the same level as 1945. 
Imports for September were valued at 
$62,000,000, 


oo Oo 


Albania has asked Czechoslovakia for 
an agreement on the exchange of goods. 
The Albanians are offering to sell leather, 
furs, benzene, naphtha, textiles, cig- 
arettes, tobacco, nuts and cheeses. In ex- 
change, they want machinery, tools, 
cloth, fruit and technical equipment from 
Czechoslovakia. 
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THIS IS THE ROAD TO 
STOCK MARKET 
SUCCESS 


By GEORGE SEAMANS 


* Here is the ideal solution 
of some of your Christmas 
problems! 


* A gift of lasting value for 
your best friends! 


If your friend, a member of your 
own family or an acquaintance 
is trading in the stock market, 
this book is your solution. It may 
be the turning point in his trading 
career, 


ACCLAIMED BY 
THOUSANDS OF READERS 


—as the best book on the subject of 
stock market trading. It is written in 
simple language, explains the basic ele- 
ments for profitable trading and lays 


down easily understood, workable rules. 
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SEAMANS-BLAKE, INC. A wre | 
841 W. Washington Bivd., Chitago 7, m1. | 
Gentlemen: | am enclosing $3.00 for ‘‘THIS 1S 
THE ROAD TO STOCK MARKET SUCCESS,’’ | 
Name | 
Address 7 
City State 
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Coal and world recovery go hand in hand, and the strike of coal 
miners in the United States and consequent stoppage of American ex- 
ports are certain to have immediate effects on many other countries. 
In a survey of the situation, on page 8, you'll find what the strike means 
to Italy, Great Britain and other countries dependent in varying degrees 
on American coal, food and other imports vital to their reconstruction 
and rehabilitation. 

And on the general subject of labor we have on page 38 another 
interesting survey of union-labor conditions around the world, in- 
cluding reports on government control of unions, the “closed shop,” 
compulsory arbitration and other questions that plague the American 
labor scene from time to time. It provides pertinent information on 
how other countries handle labor questions that are very much in the 
foreground in the United States. 


* * 


Many nations want reparations from Japan. The conflicting views on 
that important question and the overlapping demands for Japanese 
plants, machinery and equipment have resulted in an Allied deadlock. 
From authoritative sources in Washington and from Joseph Fromm, 
World Report correspondent in Tokyo, we have developed an in- 
formative article on what the United States, as the major occupying 
power in Japan, plans to do to settle the question. On page 16 youll 
find details of the plan and what it means in the solution of some 
Pacific problems. 
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Canada must solve many problems to meet changing conditions in 
the postwar world and to insure continuance of the ranking role she 
has won in the political and economic affairs of the world. Next 
March, emergency wartime powers, which have provided the basis 
for market controls, rationing and social legislation, expire. Between 
now and then, Canada must make a decision of vital importance 
concerning federal or provincial control of various governmental 
functions. In an illuminating article on page 26, you will find the 
background of the question in a discussion of Canada’s parliamentary 
system and how it works. 

And our cover photograph, in natural color, is of the Prime Minister 
who for most of the last quarter century has guided Canada in its 
growth and development into one of the great nations of the world. 
He’s been so much a fixture that, to avoid confusion, he’s always 
referred to as “Mackenzie King of Canada,” never as “King of Canada.” 
For the details of his long and interesting career turn to “World 
Personalities,” page 35. 
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Here's a Handy Way To Subscribe: 


WORLD REPORT 
1253 24th St., N.W., Washington 7, D. C. 


Please enter my subscription to World Report for one year and send bill 


to me. (U.S., its Possessions, Central and South America, $4; Canada & 
Other Countries, $5.) 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of December 3, 1946 
Volume 1, No. 29 
It’s to be a hectic period in Europe in the next few months, a period when 
YNRRA supplies are tapering off, coal is short, food scarce and refugees harassed. 
Difficulties ahead are certain to be sharp, are to reflect a tightening up 
of international charity. U.S., rightly or wrongly, is to bear much of the blame. 
European needs, in terms of coal and food, are to persist at a high level. 
You get the food outlook on page 7 and the coal problem on page 8. 
Deliveries of fuel and food already purchased are to be upset and set back 
by the U.S. coal crisis. Freight car shortages and shipping strikes have hurt. 
Direct relief really is to be selective relief. LaGuardia's idea of another 
international fund is fading. U.S. will judge when and where to extend credits. 
Aid for refugees is uncertain beyond a winding up of UNRRA next year. 
Substitute plans are delayed by political maneuvering in the U.N. Assembly. 
Those are prevailing indications of a troubled winter. Those are trends 
that, if persisted in, generate new irritations, spread discontent and cause 
Some pessimism about the rate of recovery and rebuilding in Europe. 

















The occupation problem is causing worry, too..... 

U.S.-British merger of zones in Germany is to cost more, not less, to start. 
Exhaustion of food reserves in Britain's area is part of the trouble. 

Pump priming of German industry will be more extensive with zones joined. 
Net result is a campaign to sell the idea that more dollars spent now will 
economy later on, may bring an approach to self-sufficiency in three years. 














Signs of progress in political fields are hard to find..... 

Direct negotiations between Italy and Yugoslavia over Trieste are wasting 
considerable time; are largely a Communist bid for prestige within Italy. 

Deal among U.S., Russia, Britain and France for independent rule in Trieste 
is still in the cards, but the timetable is slow and uncertain. 

Until there is a break in the bargaining, the debate in the U.N. Assembly 
will be a propaganda match, will range over the world and settle little. 





Lack of steel is an index to Britain's internal difficulties..... 

Exports are being limited again to provide more steel at home. 

Automobile production is being curtailed for want of steel. 

New factories are being denied steel for additional construction. 

Rate of output for steel now is approaching 13,000,000 tons annually. 
Increase for 1947 is likely to be less than half a million tons. 

In this dilemma, Britain seeks imports of 2,500,090 tons from the U.S., but 
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the 1947 deliveries may not exceed 1,500,000 tons. For 1946, Britain has managed 
to get 250,000 tons from Australia and doesn't expect to do much better next 
‘ year. Supplies from Belgium are negligible. 


Britain is baffled‘by Jewish immigration toward Palestine..... 
Traffic in refugees continues despite many counter measures by Britain. 
Underground movement through the Balkans is believed to have been checked. 
New route seems to lie through Switzerland, France and Northern Italy. 
Passage across the Mediterranean is the most difficult leg of the journey. 
Blockade runners are small ships from Italian ports, usually 300 tons. 
Rate of exodus is slight, about 700 to a ship, but the movement goes on. 
In this difficult situation, about 195,000 Jewish refugees are sheltered in 
the U.S. zone of Germany, about 25,000 in the U.S. zone in Austria. Poland is 
being emptied of refugees traveling westward. But as yet there is no sign of a 
program for orderly resettlement, for anything more than temporary relief. 
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The job of making over Japan's economy is taking shape..... 
A fifth of assets already set aside in Japan as reparations will be split 





among the Allied powers under a new U.S. plan. You get the story on page 16. 

Early action is intended to clear away existing uncertainty; to facilitate 
operation of remaining plant capacity and thus reduce occupation costs. 

Once attention can be concentrated on the textile industry: 

Cotton spinning is to be stimulated to produce piece goods badly needed 
throughout the Far East. Production is lagging far behind, with mills using 
less than 300,000 out of 890,000 bales of raw cotton coming from the U.S. 

Silk output, running just above 13,000,000 pounds a year at the war's end, 
is to be stepped up sharply, even doubled if possible. 








Rayon and woolens are to be turned out in increasing quantities. 
Large obstacles to restored production are an acute shortage of coal and 





labor unrest arising from high prices and insufficient food. 


In the efforts to straighten out Asia, now under way..... 

Indochina is giving France more trouble than appears on the surface. 
Native nationalists are concerned over France's heavy use of troops. 
French authorities are worried over the amount of arms in native hands. 











Each side tends to be suspicious of the other. Suspicion is proving not to 
healthy atmosphere in which to try to restore order. 





India isn't getting on her own feet with any assurance. 

Rivalry between Hindus and Moslems is making Britain's Viceroy uneasy. 

Chances that a start could be made in December on writing a constitution 
are rather poor. It may take another Cabinet mission from London to ease ten-= 
Sions, to get something more than an armed truce from native politicians. 


In South America, as matters are working out in actual practice..... 

Argentina, after all, may not regain her dominant influence in Bolivia. 

Outlook in Bolivia favors choice of Luis Fernando Guachalla as President. 

Dr. Guachalla, ex-envoy to the U.S., has a reputation for independence. 

Argentina's Peron finds no reason to cheer; his friends were ousted, some 
killed, in a revolution. He can't expect much from their successors. 
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7 FEAR OF U.S. DEPRESSION MAKES 






BRITAIN WARY OF ECONOMIC TIES 





Defeat of Labor revolt in Commons 


fails to curb growing pressure for 
decreased dependence on America 


Reported from 
LONDON 


Great Britain has begun a strug- 
gle to win her ‘independence” from the 
United States. 

The start was signaled by a re- 
volt inside the British Labor Party 
against the “pro-American” and “anti- 
Russian” policies of Foreign Secretary 
Ernest Bevin. What the rebels ask is a 
policy that reflects the aspirations of Brit- 
ish socialism, avoids giving aid and com- 
fort either to Russian communism or to 
American capitalism, and for good meas- 
ure insulates the British Empire against 
the consequences of a possible U. S. de- 
pression. 

Though the revolt was slapped down 
in the House of Commons, the reasons for 
it linger. In political matters, as a result, 
British initiative in treating such inter- 
national headaches as Spain is looked 
for. In economic matters, determined ef- 
forts.to weaken the link with America and 
ta strengthen trade ties with other coun- 
tries are to be expected. 

@ U.S. developments, occurring within 
the few days that have elapsed since the 


outbreak in the British Parliament, al- 
ready have provided new ammunition for 
the Laborite rebels. 

A coal strike threatens to reduce the 
flow of American exports and to affect 
the ability of the U.S. to meet its com- 
mitments abroad. 

Instability of the American economy, 
in the judgment of Representative Jesse 
P. Wolcott, who is slated to become Re- 
publican chairman of the House Banking 
and Currency Committee, has depressed 
the dollar dnd depreciated foreign cur- 
rencies tied to it through the International 
Monetary Fund. A prolonged ‘stoppage of 
coal production, crippling all major in- 
dustries, would increase economic insta- 
bility and accelerate inflation. 

Suspension of the U.S. loan to Britain 
until the British “redeem their trust in 
Palestine,” is advocated by Senator Owen 
Brewster, a Maine Republican. So far, 
Britain has drawn $600,000,000 of the 
total credit of $3,750,000,000 available 
to her. Value of the remainder, in terms 
of purchasing power for U.S. goods, has 
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CROSSMAN 


~British Official 


BEVIN 
“Rebel” leaders and target in House of Commons revolt on Government’s policies abroad 








been reduced substantially by price rises 
following the lifting of U.S. controls. 
@ Immediate cause of the explosion 
within the British Labor Party is at- 
tributed to the Republican success in the 
recent U.S. election. A radio dispatch 
from E. J. Drechsel, staff correspondent 
for World Report in London, puts it this 
way: 

“The Republican victory emphasized 
the conviction among British Socialists 
that the U.S. will indulge in a wholesale 
return to free enterprise, without controls. 
Effect of this, it is feared, will be to en- 
danger economic stability in the rest of 
the world and to make more difficult the 
Socialist aim of a controlled economy.” 
@ Behind the revolt, however, are sev- 
eral reasons that go beyond the political 
change in the United States. 

Continuing crises in relations with Rus- 
sia, with Britain invariably lined up with 
the U.S. against the Soviet Union, seem 
to a growing number of British Socialists 
to be fruitless and even dangerous. They 
see the world dividing into two blocs, one 
Russian and one American, with British 
socialism consigned to the role of junior 
partner to U.S. capitalism. Such a line- 
up could not help the cause of socialism, 
and might lead to war. 

British policies in Spain, Greece and 
Palestine have come to look more like 
Conservative and less like Socialist in- 
spirations. Conservatives’ praise of Bevin’s 





pars Official 
ZILLIACUS 


DECEMBER 3, 1946 « 5 





* 


= 


it, till ao 
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—International 


Removal of controls in U. S. made rationed Britons feel even worse 


actions in Greece, and of his hesitation 
over Spain, embarrasses and angers 
Laborites who disapprove of supporting 
King George II in Greece and Generalis- 
simo Franco in Spain. 

Trouble in Germany began to reflect 
upon the Labor Government. Criticism 
of administration as well as of policy in 
the British zone of occupation comes 
from both Labor and _ Conservative 
sources. A positive program of socializa- 
tion in Germany is demanded. 

Socialist losses in France have alarmed 
members of the Labor Party who fear the 
inroads of communism and who advocate 
internation] co-operation among Social- 
ists everywhere, but especially with those 
in Western Europe. 

Resentment against the U.S. growing 
ever since the abrupt termination of 
Lend-Lease more than a year ago, seems 
an additional reason for complaint against 
a policy and a Foreign Secretary found to 
be following, rather than leading, Ameri- 
can proposals. 

Anti-American feeling was controlled 
with difficulty last winter when the U. S. 
Congress debated the wisdom and the 
terms of the loan to Britain. Resentment 
grew when the U.S. failed to deliver, 
as the British saw it, on a commitment 
involving Palestine. Hostility of the 
American State Department toward pro- 
posals for a World Food Board further 
inflamed the feelings of Britons unaware 
of the fact that their own Government 
was only slightly less hostile. 

And on top of all these occasions for 
bad feeling, most Britishers feel even 
worse when they contrast their rationed 
existence, now in its seventh year, with 
the removal of controls in America. 
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@ The revolt in the House of Commons, 
reflecting these and other accumulated 
troubles, grew in importance as the facts 
about it became clear. 

Strength of the rebels, first thought 
limited to the 44 Laborites who gave 
formal notice that they would challenge 
the Government’s policies abroad, turned 
out to be nearer 160 when the voting was 
over. Political observers in London now 
put the size of the rebel group at about 
a third of the Labor Party's membership 
in the House. 

Leadership of the dissenters comes 
from well-known Laborites like Michael 
Foot and R.H.S. Crossman, neither of 
whom is considered pro-Russian. Avowed 
fellow-travelers such as Konnin Zilliacus, 
followed but did not lead. Zilliacus de- 
manded Bevin’s resignation. Foot and 
Crossman seem content to criticize 
Bevin’s policies, in the hopes that pub- 
lic debate will be enough to effect a 
change. 

As the first break in Labor’s solidarity 

since the party came into power, the 
revolt assumes special importance. The 
rebels had been warned in advance that 
they risked suspension from the party. 
Despite this warning, and despite a strong 
tradition of party discipline, the dissenters 
carried their opposition onto the floor of 
the House of Commons. 
@ At the core of this first revolt against 
England's Socialist Government is an 
economic question: What happens to the 
British economy, now facing a staggering 
task, if the American economy to which 
it is closely tied suddenly goes into a 
tailspin? In other words, can Britain 
stand the shock of an American depres- 
sion? 


Expectations of a U.S. recession soon, 
and of a full-size depression later on, are 
widespread in London. A dispatch t 
World Report last July 4 came up with 
the first evidence of this attitude. Cop. 
respondent Drechsel now brings the sity. 
ation up to date with a summarized re. 
port of interviews with British Cabinet 
Ministers, economists, businessmen and 
labor leaders. 

All agree, Drechsel reports, that a U.§. 
recession is coming. The only question is 
how big it will be, and how long it will 
last. The Londoners regard American 
price and security movements as repeat- 
ing the history of the period after World 
War I. They see danger in a U.S. atti- 
tude that nothing can be done to avert 
a recession. They think few Americans 
realize that, as the key economy in the 
world, a stable U.S. is as important to 
others as to America. 

The British doubt that the U.S. Gov- 
ernment has a clear economic policy. 
London asks what Washington would do 
if suddenly confronted by widespread un- 
employment. On the other hand, - the 
British suspect that American adherence 
to the idea of full employment amounts 
to little more than lip service. 

What happens to the British economy 

in the event of a U.S. recession is what 
worries Britain’s Labor Government. A 
sharp decline in U.S. prices would close 
America’s doors to British imports and 
would stimulate U.S. business to expand 
exports in competition with England. The 
value of London’s overseas investments 
would decline as world prices dropped 
under pressure. A U.S. Congress might 
withdraw from commitments abroad. 
More of the burden, in that case, would 
fall on Britain. 
@ As things stand, the Labor Govern- 
ment has a difficult job on its hands with- 
out the added complication of economic 
trouble from abroad. It has undertaken 
the intricate task, without much prepara- 
tion, of nationalizing major industries and 
reconverting from war to peace simul- 
taneously. Critical shortages of man 
power, fuel and dollars hamper produc- 
tion and require a tight rein on domestic 
consumption. 

Nevertheless, Laborites and Conserva- 
tives alike agree that Britain’s exports 
must be at least 75 per cent above prewar 
levels to pay for essential imports and for 
service on debts. Until this minimum goal 
is reached, living standards will remain 
under wraps despite mounting complaints 
of consumers. When and if the goal is 
reached, Britain still will have to figure 
out how to pay back more than $5,000,- 
000,000 borrowed from the U.S. and 
Canada. 

Problem the rebels have raised, but 
have not answered, is how Great Britain 
can win independence from the American 
economy at a time when both the need 
and the risk of interdependence are 
sharper than ever. 
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NEW WAVE OF HUNGER 
CONFRONTS THE WORLD 


Food production in 1946, although 
’ better than last year, is not large 
enough to meet needs in all areas 


Reported from LONDON, 
BERLIN and WASHINGTON 


World supplies of basic foods are 
larger than last year, but not enough 
larger to prevent much of Europe and 
Asia from undergoing a hungry winter 
and a hungrier spring. 

Competition among nations for 
food is to increase as international con- 
trols are relaxed and as world co-opera- 
tion to feed the hungry goes into low 
gear. In this situation, foodstuffs will go 
where purchasing power is strongest. 
The United States, already a dominant 
producer, soon may become a powerful 
bidder for food imports as well. 

What officials of the United Nations 
fear is that the U.S. may pull the props 
out from under international food con- 
trols operated by the International Emer- 
gency Food Council, successor to the 
Combined Food Board. By refusing to ex- 
tend the life of the United Nations Re- 
lief and Rehabilitation Administration, 
the U.S. already has made it clear that, 
in the task of feeding the hungry, it 
prefers national to international action. 
UNRRA, therefore, is to come to an end 
December 31 in Europe, March 31 in 
China. Without American participation 
in international food controls, the IEFC 
likewise would have to close shop. 

Key to the U.S. course is what hap- 
pens to present controls over exports 
and imports. The law controlling exports 
runs to June 30, 1947. The power to 
control imports by license automatically 
ends March 31, 1947, with the expira- 
tion of the Second War Powers Act. 
D. A. FitzGerald, the American Secre- 
tary-General of the IEFC, wants U.S. 
controls over both exports and imports 
extended. 

The fear, however, is that neither con- 
trol will be continued and that import 
controls may be cancelled before March 
31 by a concurrent resolution of the new 
Congress. 

Effect of this would be to permit 
U.S. importers to scour the world for 


fats and oils, sugar and other scarce 
foods, and, because of superior purchas- 
ing power, to outbid other nations 
whose need may be considerably more 
acute. On the other hand, the end of ex- 
port controls would open U.S. supplies 
to stiff competition between American 
consumers and those nations having dol- 
lars with which to buy. Net result of 
terminating U.S. controls over exports 
and imports would be to undermine com- 
pletely any international program for 
allocating scarce foods. 

@ Scarcity is to characterize the world’s 
food situation again this winter despite 
higher production than last year. Over- 
all output between July 1, 1946, and June 
30, 1947, is officially estimated at 7 per 
cent above last year’s low level, and may 
equal the prewar average. A 7 per cent 
increase in population since 1939, how- 
ever, means that production at prewar 
levels no longer is adequate. On a per 
capita basis, food supplies this winter are 
running about 5 per cent below prewar. 





Cereals, most in demand in hungry na- 
tions because they offer the cheapest 
form of calories, are not to be abundant 
enough to enable Europe to end bread 
rationing. By importing 35,000,000 tons 
of wheat and other cereals, European 
countries could remove controls on bread 
consumption. Supplies in sight, however, 
will not permit imports of more than 
25,000,000 tons, of which about 10,000.,- 
000 is expected from the U.S. Shortage 
of railroad cars already has slowed down 
U. S. shipments to ports. Now a coal strike 
threatens to put up a new barrier to wheat 
exports. Outlook is that the U. S. will not 
export its quota of 10,000,000 tons. 

Fats and oils are to fall far short of 
meeting world needs. Production is fig- 
ured at about 85 per cent of prewar, but 
international trade in fats and oils is not 
expected to rise above half the prewar 
level. How the nations share this reduced 
trade depends largely on the U.S. If 
U. S. controls on imports come off, Ameri- 
can consumers may find margarine and 
soap easier to buy, but consumption in 
some other countries would drop to 70 
per cent of the rate before 1939 and in 
poorer countries to one third of that rate. 

Sugar is to remain short, despite a 10 
per cent increase in world output. U. S. 
officials promise about a 10 per cent in- 
crease for American consumers. 

@ Contrast is sharp between an America 

consuming 15 per cent more food than 
before the war and large areas of Eu- 
rope and Asia getting substantially less 
than before or during the conflict. Se- 
vere shortages are forecast for Germany 
and Austria, much of Eastern Europe 
and Asia. Acuteness of the hunger in 
these areas hinges on what the U. S. does 
about exports and controls. 
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AMERICA’S COAL CRISIS IMPERILS 
EUROPE’S INDUSTRIAL RECOVERY 


Reduction in shipments from U.S. 
aggravates spreading shortage. 
Italy, Scandinavia hit hardest 


Reported from LONDON, PARIS, 
BERLIN and WASHINGTON 


The spreading shortage of coal is 
putting the lid on industrial production 
in Western Europe. Recovery will be re- 
tarded as factories, railroads, power 
plants, and householders are forced to 
scrimp on coal. 

Most severely tested will be 
countries that rely heavily on imports of 
coal from the Ruhr, Britain and the U. S. 
Shipments from these producers cannot 
come up to expectations. 

Coal output in Western Europe is less 

than two thirds of prewar quantities. The 
most important addition to supplies has 
been coming from the U.S. Exports from 
the U.S. have been scheduled at about 
2,000,000 tons a month, but interruptions 
in production and shipping have cut the 
amount leaving the country. 
@ The U.S. coal strike last spring was 
felt severely in Europe. But then warm 
weather was approaching. Now, with 
winter at hand, Western Europe needs 
American coal to keep the wheels of 
industry turning and to keep warm. A 
decline in production hits directly at re- 
covery overseas. 

Shipments of U.S. coal to Europe in 
September and October were only about 
half as large as expected because of the 
shipping strikes. This means that any 
margin of safety built up in Europe since 
the spring strike is vanishing. 

The importance of U.S. coal to the 
countries of Western Europe is shown by 
the chart on the opposite page. During 
August, when American exports were 
keeping abreast of allocations, these coun- 
tries were counting on the U.S. for 21 
per cent of their total supplies of coal. 

Dependence on the U.S. is greatest in 
Italy, which gets 70 per cent of her coal 
from American sources. All the Scandi- 
navian countries rely heavily on the U. S. 
France and the Low Countries, in months 
not affected by strikes, have been receiv- 
ing more coal from the U.S. than from 
Western Germany. 
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Further interruptions of coal deliveries 
to these countries because of reduced 
mining in the U. S., can cause immediate 
repercussions. 

The importance of American exports 
of coal to Europe is out of all proportion 
to the slice of American production in- 
volved. Total shipments to Western Eu- 
rope for the first 10 months this year came 
to only 15,000,000 tons, about equal to 
one normal week's production in the U.S. 

@ Germany, the only exporter of im- 
portance in Western Europe today, is 
also having to cut down on shipments to 
neighboring countries. 

The British zone accounts for the bulk 
of the exports of hard coal from Western 
Germany. 

Food shortages in the British zone are 
severe and coal production in recent 
weeks has been falling off sharply. As a 
result, several steel plants have been shut 
down and output of electric power has 
been curtailed. 

The British have decided to reduce ex- 
ports from the Ruhr and Rhineland in 
order to bolster industrial production 
there. One reason behind this move is the 
growing desire of the British to make 
their zone come closer to paying its own 
way. They also are worried by prospects 
of unrest inside Germany. 

Exports from the British zone from 
December through March are to be cut 
about one third below the September 
level of 935,000 tons. 

The French zone, including the Saar 
Valley, has been exporting about 125,000 
tons a month, mostly to France. Output 
per miner is somewhat higher than in the 
British zone, and production is closer to 
the prewar level. 

@ France already is affected by the dif- 
ficulties in the Ruhr. Cutbacks in power 
output in Western Germany have reduced 
transmission of power to France. Half the 
German power has been cut off. 

As a direct consequence, it will be 


necessary for all French consumers to 
cut use of electricity by at least 20 per 
cent. 

The precarious position of ‘French coal 
supplies also has something to do with 
this decision. Public utilities in France 
have only 17 days’ supply of coal on hand. 

Coal production in France, running at 
more than 50,000,000 tons a year, is 
above 1938 levels. A large number of war 
prisoners are employed in the mines and 
efficiency is not very high. However, the 
number of miners more than counter- 
balances. Nevertheless, domestic produc- 
tion is not sufficient for French needs. 

Before the war, France imported 28 
per cent of her coal requirements, a third 
of it from Germany, and this continues. 
Such imports lately have been running 
around 500,000 tons a month. Before the 
shipping strikes in the U. S., France was 
supplementing her supplies with imports 
of as much as 700,000 tons a month from 
the U.S. 

Because German imports will be cut, 
France is particularly anxious to increase 
her purchases in the U.S. Any interrup- 
tion in shipments of American coal now 
will directly affect French recovery, both 
in factories and transportation. 

@ Italy, always is dependent on im- 
ports for most of her coal supply. Her own 
production is at 75 per cent of prewar, 
but still provides only about 13 per cent 
of consumption. The bulk of her imports 
come from the U.S. and have been 
bought with UNRRA funds, now run- 
ning out. 

Italy, if cut off from U.S. coal, faces 

the threat of collapse. Poland has offered 
to supply a small amount and Britain 
probably would make every effort to 
send her small quantities But, without 
American coal and the money with which 
to buy it, Italy runs a strong risk of eco- 
nomic and political chaos. 
@ Belgium will be somewhat less af- 
fected by smaller imports of coal from 
Germany and possible cut-off of American 
coal than other countries in Western Eu- 
rope. Belgian production of coal is 
running at about 75 per cent of prewar. 

Imports from the U.S. in August ac- 
counted for 8 per cent of Belgium’s total 
supplies, and imports from other sources, 
mainly the Ruhr, came to another 5 per 
cent, 
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However, coal scarcity still has a limit- 
ing effect on Belgian business. The im- 
portant zinc smelters, for example, do 
not run at capacity for lack of coal. 

@ Holland would be seriously crippled 
by reduced shipments of American coal, 
which accounted for about 22 per cent of 
total Dutch supplies in the normal months 
this year. Another 15 per cent comes from 
Germany and this may be cut one third. 

In the Dutch mines, production is 
barely better than half of prewar. 

Dutch industry generally is having a 
difficult time recovering from the ravages 
of war and a more drastic shortage of 
coal now is a major concern. 

@ The Scandinavian countries produce 
virtually no coal. They have been getting 
most of their coal from Britain, Western 
Germany, Poland and the U. S. 

British exports are negligible compared 
with prewar. But Polish exports to these 
countries might be increased as Polish 
output rises, provided Russia is agreeable. 

Reduction of exports to Scandinavia 
from Western Germany and the U. S. will 
be serious, particularly to the steel and 
metal industries in Sweden and Denmark. 
@ Poland is making rapid progress in 
increasing coal production and should 
reach her 1946 goal of 49,000,000 tons, 
However, output still is well below pre- 
war levels, considering that Silesian fields 
have been added to her resources. 

Russia has been taking about three 
quarters of the Polish exports of coal, the 
remainder going largely to Scandinavia. 

Poland now has a unique chance to 
capture markets in Western Europe, 
which is so short of coal. However, since 
restoration of Russian production is lag- 
ging, it is doubtful if any large proportion 
of Polish exports can be diverted to the 
West. 

Britain, before the war, was the world’s 
leading exporter of coal, Exports and ship 
bunkerage used to run to about 55,- 
000,000 tons a year. But this year the 
figure will be only a fraction of that 
amount, 

Exports are cut down to a trickle, since 
British production has declined so much 
that it is being overtaken by domestic 
consumption. 

The situation is so tight that electricity 
cut-offs already are being made to con- 
serve coal. All industries are forced to 
budget their coal supplies carefully. 
These supplies are 12 per cent smaller 
than a year ago. 

@ All over Western Europe, therefore, 
coal is so short as to put an effective 
damper on attempts to raise the general 
level of industrial production. The situa- 
tion, already serious, can become critical 
if U.S. coal is not forthcoming in ade- 
quate quantities. Then it may not be a 
question of putting a limit on industrial 
production but of maintaining the present 
level and of keeping trains running. Coal 
for personal comfort will be increasingly 
hard to get. 





EUROPE’S NEED FOR U.S. COAL 


U.S. MINES PROVIDE FOLLOWING 
PERCENT OF TOTAL SUPPLIES 


Italy . 70 Denmark 32 
Finland . 60 Switzerland 25 
Norway 45 Holland 22 


Portugal 42 France . 13 
Sweden. 32 Belgium 5 


(Based on Aug. 1946 figures) 
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U.N. TO CONTROL OIL SUPPLY? 
PRIVATE INTERESTS OPPOSE IDEA 


Petroleum industry in U.S. against 
a world agency that would dictate 
policy or modify its concessions 


Private oil interests are getting 
set to fight any attempt to bring the 
world’s petroleum under control of the 
United Nations. 

Although the Petroleum Division 
of the U. S. State Department has modi- 
fied its recent proposal for a world con- 
trol agency, oilmen believe that an effort 
still may be made in this direction, and 
most are determined to oppose it. 

Influential elements of the U.S. oil in- 
dustry, which owns 55 per cent of the 
proven resources of petroleum in the 
world, might go along with an interna- 
tional body whose powers were purely 
advisory. But oilmen are nearly unani- 
mous against a world agency that 
could dictate policy inside the U.S. or 
modify concessions under which U.S. 
interests control overseas reserves esti- 
mated at 17,000,000,000 barrels. 

British-Dutch interests, which rank 
next to those of the U.S. in importance, 
also are believed to oppose any form of 
international regulation. 

@ Probable springboard for any at- 
tempt to establish world regulation would 
be the Anglo-American Petroleum Agree- 
ment, already a source of contention 
among U. S. oilmen. 

Basic purpose of the agreement is to 
insure that adequate supplies of petro- 
leum will be accessible in international 
trade to the citizens of all countries “on 
a competitive and  nondiscriminatory 
basis” and that “the interests of producing 
countries should be safeguarded with a 
view to their economic advancement.” 

Valid concessions would be assured of 
freedom from interference under the 
agreement. In the obtaining of rights of 
exploration and development, “the prin- 
ciple of equal opportunity shall be re- 
spected.” Further, the activities of 
exploration, development, refining and 
distribution “shall not be hampered by 
restrictions inconsistent with the pur- 
poses of this agreement.” 

A commission, to consist of three Brit- 
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ish and three U. S. representatives, would 
be set up to make studies of such subjects 
as problems resulting from the war, tech- 
nological progress, trends in the trade and 
means of correlating world supply and 
demand. . 

Eventually, other countries that pro- 
duce or use petroleum would be invited to 
operate under the terms of the agreement, 
and the commission would be expanded 
into an International Petroleum Council. 
The powers of this council would be ad- 
visory only, 

Petroleum experts of the U.S. State 

Department now are in England dis- 
cussing implementation of the agreement, 
in case the U.S. Senate ratifies it. And 
they are believed to be discussing, also, 
a broader plan. 
@ The broader plan is causing concern 
to private oil operators. This plan calls 
for the formation of a world policy on 
petroleum and the setting up of an oil 
agency having world authority, probably 
under the United Nations. 

The world policy, as explained by the 
State Department’s oil experts, would be 
designed to discourage monopolies and 
to enable small companies to enter the 
international field. The world’s oil would 
be made available to all nations, on equal 
terms. , 

One major purpose would be to insure 
that all parties concerned in déveloping 
an oil field, including the people of the 
country where the field is located, would 
get a share of the benefits. 

The world agency would consist of ex- 
perts from several countries, probably 
functioning under the U.N. Economic 
and Social Council. 

The agency would consider the political 
and economic problems of international 
trade in oil. It would study the terms and 
conditions under which. oil is developed 
in various parts of the world. It would 
be “able and ready to advise governments 
and oil companies about the patterns of 
arrangements most likely to prove mu- 


tually beneficial and conducive to stability 
of commercial operations.” 

In addition, the agency might have 
authority to review and recommend re- 
vision of oil concessions. And a nation 
that already had awarded a concession 
might be free to ask the agency for a 
review of the concessionaire’s compliance, 

Nations believing themselves to be 
denied access to adequate supplies could 
appeal to the agency. 

Through its fact-finding facilities, the 
agency would make information generally 
available on such subjects as costs, prices, 
royalties and intercompany contracts. 

@ Dangers are seen in this plan by most 

U.S. oilmen, including the independents 
and nearly all of the international opera- 
tors. 

Independents think an international 
agency under the U. N. might bring about 
restrictions on operations within the U. S. 

The question of the adequacy of U. S. 
supplies also figures in the thinking of 
the independents. Some experts maintain 
that U.S. prospecting is failing to locate 
new fields fast enough to replace those 
whose supplies are waning. These experts 
declare the United States will be a heavy 
importer of oil 10 years from now, and 
they favor imports as a measure of 
national security. 

Independents and some other produ- 
cers insist, on the other hand, that the 
U.S. has vast resources of oil that never 
have been touched. Anyway, they de- 
clare, the U.S. has extensive shale beds 
from which oil can be extracted. The in- 
dependents oppose imports, and they are 
afraid that an international agency with 
control powers might force a large volume 
of imports into the U. S. 

International operators, for the most 
part, look with disfavor on any plan that 
might subject their concessions to review 
and revision. Companies frequently spend 
big sums of money on exploration and 
development of a concession before they 
get oil out of it in saleable quantities. 
Thus, in Eastern Venezuela, U.S. oil 
interests say they spent $47,000,000 be- 
fore exporting a barrel of oil. An inter- 
national agency, they fear, would not give 
due consideration to the costs and risks 
involved in developing a concession. 

These operators prefer to look to the 
U.S. Government for protection in case 
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of trouble over a concession, rather than 
to appeal to an international agency. 

A few of the big operators, however, 
see advantages in having an international 
agency under the U.N. If such a group 
included Russia, it would be necessary 
for the Russians to disclose facts about 
their operations, a subject on which in- 
formation is vague. With Russia in on the 
deal, it might be possible to work out an 
understanding that would govern oil mar- 
keting in Western Europe. 

An international agency, these opera- 
tors believe, also could check the tendency 
of some importing nations to grant ex- 
clusive rights of distribution. And there 
is an outside chance that it might help 
U.S. companies to straighten out their 
difficulties over properties that have been 
seized by Russian satellite nations. 

@ Powers of the international agency, 
U.S. State Department experts say, 
would be purely advisory. But oil men 
fear that, once established on an advisory 
basis, the agency would assume powers 
that might be regulatory. And oilmen’s 


17.3 


BILLION BARRELS 





apprehension about a possible U.N. 
agency to control oil is building up opposi- 
tion toward the Anglo-American pact. 

U.S. independents, expressing them- 
selves through the Independent Petro- 
leum Association of America, formerly 
favored the Anglo-American Agreement. 
But now, that it may be the entering 
wedge for U.N. control, they oppose it. 

In the American Petroleum Institute, 
which includes both independent and in- 
ternational operators in its membership, 
the Anglo-American Agreement is a 
source of violent disagreement. Members 
of this organization served as advisers to 
the U.S. delegation that negotiated the 
agreement. A year ago, the organization 
favored the agreement. At its recent con- 
vention, however, the pact was the subject 
of bitter attacks. The organization finally 
went on record once more in favor of it, 
but only with the specific understanding 
that the powers of the Anglo-American 
Commission would be purely advisory 
and that there would be no interference 
with existing concessions and operations. 


Copyright, 1946, by World Report 


@ Fate of the Anglo-American Agree- 
ment lies with the United States Senate. 
The agreement has been in the hands 
of the Foreign Relations Committee 
for nearly a year, but no hearings have 
been held. At first, the reason given 
for delaying the hearings was that the 
agreement should await Congress dis- 
posal of the loan to the United King- 
dom. Later, it was said that hearings 
could not be held because the commit- 
tee chairman was attending international 
conferences. 

An attempt will be made to obtain 
hearings at the next session of Congress. 
Advocates and opponents of the agree- 
ment will be active at committee hear- 
ings, and there will be heated debate if 
the measure reaches the floor of the 
Senate. 

Whether the Anglo-American Agree- 
ment will receive Senate approval is 
anybody’s guess. But rejection would be 
a blow to the hopes of those who favor 
a broader program for international con- 
trol of oil. 
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FILIPINOS RISK LOSS OF U.S. AID 
BY RELUCTANCE TO GRANT BASES 


New Republic’s zeal in asserting 
independence may tempt American 
Congress to withhold some loans 


Reported from MANILA 
and WASHINGTON 


Troubles between the new Re- 
public of the Philippines and the United 
States, brewing since the Islands gained 
their independence five months ago, are 
heading for a showdown over the ques- 
tion of U.S. military bases on Philip- 
pine territory. 

In Manila, drawn-out negotia- 
tions for defense sites have come to a 
standstill. The stumbling block is the 
determination of the Filipinos to assert 
their independence and to protect their 
newly gained rights. 

As a result of Philippine truculence, 
U.S. military leaders are considering 
abandoning altogether the idea of bases 
in the Islands. Without military assistance 
from the U.S., the Philippines would 
have to build their own bases and to in- 
crease military expenditures all along the 
line. The added burden might jeopardize 
seriously the ability of the young nation 
to stand alone. 

The issue of bases shows up a dilemma 
that faces the Filipinos at every turn. On 
the one hand, there is the will to enjoy a 
full measure of new independence. On 
the other, is the hard fact that the Islands 
are more than ever dependent on the U. S. 
for economic survival. 

The U. S. is to provide $620,000,000 in 

outright grants to help the Philippines 
rebuild a land devastated by war, and 
has agreed to lend another $75,000,000 
to keep the Republic running. Approval 
of a further loan of $400,000,000 for 
long-range development is to depend on 
the future course of Philippine-U. S. 
relations. 
@ Bases for the U.S. in the Philippines 
originally were planned as part of a 
system for mutual defense. The idea was 
to give the Philippines security and the 
U.S. an important outpost in the Western 
Pacific. But three things have changed 
that idea. 

Opposition developed from the Fili- 
pinos as soon as negotiations got under 
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way. An objection was made to the idea 
of bases in the Manila area, where the 
U.S. Army wants to keep port and stor- 
age facilities. Disturbances between 
U.S. troops and Philippine civilians have 
been played up in Manila newspapers. 

Hard living conditions, inflation and 
unrest following the war make it difficult 
for the Philippine Government to main- 
tain law and order. Rapid demobilization 
of U.S. forces leaves the garrisons in the 
Islands undermanned and dependent on 
recruits. In this situation, relations have 
deteriorated steadily, despite co-opera- 
tion between U.S. commanders and the 
Philippine Government. 

U. S. strategy governing defense plans 
for the Pacific has been reoriented to the 
northward in the last year. The Philip- 
pines, important in the war against Japan, 
are expected to be in the backwaters of 
any future struggle in the Pacific. Bases 
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AMBASSADOR McNUTT 
U. S. help is needed... 


in the Marianas, Okinawa and the Aleu- 
tians are consideréd far more important. 

The advantages for the U.S. of a 
scheme for mutual defense, in which 
America foots the bill, thus are reduced. 
For the Philippines the problem of se- 
curity remains. 

Economy, as the keynote of the new 
Congress in the U. S., is a basic consider- 
ation in all military planning. In trim- 
ming requirements for Pacific installa- 
tions, Philippine bases would get first 
consideration. 

The result of these factors is not yet 
certain. It is clear that the Navy is set to 
pull out of the biggest of its wartime 
installations, the $73,000,000 base in the 
Leyte-Samar area. At most, the Navy 
may keep a submarine base and air strip. 
Whether the Army is to remain in the 
Philippines in any strength depends 
largely on the Filipinos. U. S$. Ambassa- 
dor Paul V. McNutt recently returned to 
Washington to review the whole situa- 
tion. What Filipinos are beginning to 
worry about is the possibility that a mili- 
tary withdrawal may portend a slacken- 
ing of U.S. economic interest. 

@ At stake, is a great deal more than 
bases. Troubles with the U. S. have com- 
plicated the gigantic tasks facing the 
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young nation. As President Emanuel 
Roxas sees it: “The battle for independ- 
ence is won. There is no point in fighting 
it over and over again. Our new adver- 
saries are hunger, want, economic in- 
security and economic injustice.” To win 
the new battle, he feels, U.S. help is 
essential. 

Reconstruction and rehabilitation re- 
main the most pressing tasks for the Is- 
lands. Little progress has been made so 
far in rebuilding shattered cities and 
putting the countrys wrecked plants, 
mines and fields back in working order 
again. Next month the U.S. will begin 
payment of war damages that ultimately 
will amount to $400,000,000. With the 
$100,000,000 in surplus property to be 
given to the Philippines and the $120,- 
000,000 grant for training and public 
works, this American aid can go far to 
put the independent Republic in a posi- 
tion where it can enjoy its freedom. 

Many Filipinos realize that thus far 
the U.S. Congress has appropriated only 
$60,000,000 of the amount authorized. 
Further appropriations may well be 
affected by the Philippines’ attitude. 

Trade revival, when the Islands again 
are ready to sell their products to the 
world, is the second step in economic 
recovery. Already the Philippines are ex- 
porting copra in quantity and a certain 
amount of hemp. But sugar, before the 
war the No. 1 export item, still is in the 
import category ond is being rationed. 
Tobacco production and mining, other 
important prewar enterprises, have far 
to go before they begin to earn for the 
Filipinos. 

More important than production is the 
problem of marketing. The U.S. buys 
all the copra and hemp the Islands can 
export. Under the Philippine Trade Act 
passed by the U.S. Congress, the Islands 
are to have free trade with the U. S. until 
1954 and for the 20 years following are 
to pay gradually increasing duties until 
by 1974 they will be on equal footing 
with other nations. This breathing spell, 
to allow the Philippines to get ready for 
economic independence, hinges, how- 
ever, on a condition. Under the Act, 
American businessmen and capital are to 
receive equal treatment with Filipinos. 

A constitutional amendment, required 
to grant equal rights, is to be voted on by 
the Filipinos in March. A vigorous cam- 
paign to defeat it on grounds of imperial- 
ism and American exploitation is compli- 
cating Roxas’ job of keeping U. S. friend- 
ship. Those who favor the Act want a 
working partnership of Philippine and 
American capital and skill to reorganize 
an unbalanced agricultural economy, to 
develop light industry and to rid the 
Islands of their colonial status. 

Thus the ability of Filipinos to get over 
their growing pains and to recognize the 
importance of their relationship to the 
U. S. may well determine their chances of 
standing on their own feet. 
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ALLIES SPEEDING UP LIQUIDATION 
OF GERMAN HOLDINGS ABROAD 


Total of $1,200,000,000 to be split 
with neutrals to satisfy claims and 
block ability for making future war 


The Allies are speeding up the 
liquidation of $1,200,000,000 worth of 
German property the Nazis hid in neu- 
tral countries before and during the war. 
Actual confiscation of all German hold- 
ings abroad may be completed before 
the end of next year. 

- Agreements with Spain and 
Portugal on the disposition of Nazi as- 
sets in those countries is expected soon. 
Settlements already have been reached 
with Sweden and Switzerland. These 
four countries alone housed more than 
$1,000,000,000 in hidden properties of 
Nazis. 

German assets being rooted out 
by Allied investigators include banking 
systems, factories with potentialities for 
war production, important patent rights 
and various types of securities. Allied 
policy is to strip all of them from their 
former owners and, thus, cut off the 
possibility of Germans retaining re- 
sources abroad which could form the 
basis for future rearmament. 

Most Nazi holdings abroad have 
been located by Allied investigators. Set- 
tlements still must be worked out with 


Turkey on the disposition of $70,000,000 
worth of German property there, and 
with Eire and Afghanistan which hold 
smaller amounts. 

@ Division of Nazi property turned 
over to the Allies will be governed by 
a formula agreed upon at the Paris Con- 
ference on Reparations. 

Principal interest of the Allies is in 
breaking up resources that could serve 
as a war potential for future administra- 
tions in Germany, once the occupation is 
ended. But, from the practical point of 
view of immediate action, the Allied 
governments also have been interested 
in getting their hands on assets that can 
be used to satisfy claims of their citizens 
against Germany. 

The Paris formula gives 28 per cent 
of the Allies’ share of the assets to the 
U.S., 28 per cent to Great Britain, 16 
per cent to France and divides the re- 
maining 28 per cent among Albania, 
Australia, Belgium, Canada, Denmark, 
Egypt, Greece, India, Luxemborg, Nor- 
way, New Zealand, the Netherlands, 
Czechoslovakia, the Union of South 
Africa and Yugoslavia. 


Russia is not participating in this pro- 
gram, having given up at Potsdam any 
claims to a share in the property in- 
volved. In return, Russia was given au- 
thority over German assets in the 
former enemy countries in the Balkans. 
Soviet officials have been more than 
liberal in deciding what properties were 
German and therefore can be claimed 
by Soviet Russia. The thoroughness of 
Russian seizures has given rise to a con- 
flict over the meaning of the Potsdam 
terms. 

Spain, which in the early days of the 
war moved up to be second only to Swit- 
zerland as a repository of German wealth, 
is expected to forfeit much of the Nazi 
holdings there. They are estimated 
to be worth between $100,000,000 and 
$200,000,000., 

Treading carefully in world affairs, the 
Franco Government has been co-operat- 
ing with Allied investigators in ferreting 
out German property and has not made 
much of an issue of its rights as a sover- 
eign nation. In the original negotiations 
with Switzerland, representatives of that 
country at first contend that giving up 
German holdings would be a sacrifice of 
national sovereignty. 

Earlier this year, the Spanish Govern- 
ment belatedly curbed activities of Ger- 
mans there by blocking the transactions 
of 330 companies. Among them were 
some large industrial and chemical firms, 
an important machine-tool works and two 
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nation-wide chains of banks. The order 
also served to stop the further transfer 
of German stock to Spaniards, a device 
that will weaken the effectiveness of the 
Allies’ dragnet. 

Last month, Spain recognized the 
Allied Control Council in Berlin as the 
agency governing Germany, and ceded 
to the Allies all public property of the 
German Government, such as the Em- 
bassy in Madrid. Now only disposition of 
German private property remains. 

Portugal probably will fare somewhat 
better than Spain in the final agreements. 
At stake in Portugal are not more than 
$100,000,000 worta of German holdings. 

Officials of the U. S. and Great Britain, 
representing the Allied Control Council, 
have been shuttling back and forth be- 
tween Lisbon and Madrid in an effort to 
complete their negotiations in those two 
countries as quickly as possible. 

Switzerland, with a long tradition as a 
“safe haven” for flight capital, came out 
well in negotiations with the Allies. 
Lengthy and sometimes heated discus- 
sions preceded the ultimate agreement, 
but in the end the Allied negotiators de- 
clared it more important to settle the job 
of breaking up German holdings than,to 
haggle too long over who gets what. 

The Swiss said their figures showed 
only $250,000,000 worth of Nazi prop- 
erty given sanctuary in their country. The 
U.S., however, countered with a figure 
of $750,000,000, pointing out that the 
German penchant for keeping meticu- 
lous records had provided accounts far 
more complete than those -compiled by 
the Swiss Government. Officers of the 
American Army, especially detailed to 
the task, had found the Nazi records as 
they progressed into Germany in the early 
part of 1945. 

The accord with Switzerland gave that 
country title to half of the German prop- 
erty there. In addition, the Swiss were 
allowed to retain $30,000,000 in gold 
looted by German armies from conquered 
countries and deposited in Switzerland. 
Proceeds of this gold are to be used to 
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satisfy claims of Swiss citizens against 
German nationals. 

Sweden was unable to get a 50-50 
agreement on the disposition of $104,- 
000,000 worth of Nazi holdings within 
her borders. Instead, she accepted a di- 
vision that gives her only 26 per cent, or 
$27,000,000, of the assets. But the Gov- 
ernment managed to make a better show- 
ing to the Swedish public by pointing out 
that, of the remaining $77,000,000, a 
contribution of $14,000,000 is being made 
to the Inter Allied Committee on Refu- 
gees and $21,000,000 is to be given to 
countries devastatéd by the war. Thus, 
Swedish officials contended that actually 
they had yielded less than half of the 
German property to the Allies. 

In addition, Sweden won from the 
negotiations a U. S. agreement to release 
$200,000,000 of Swedish funds blocked 
in American banks during the war. For 
their part, the Swedes also promised to 
return to the Bank of Belgium gold 
worth $8,000,000 that had been placed 
in Sweden by the Germans but is still 
identifiable as of Belgian origin. Any 
other gold that can be identified is to 
be repatriated. 

Remaining talks are to be held with 
Turkey, Eire and Afghanistan as a mat 
ter of principle, but the amounts in- 
volved in those countries are not likely 
to- total more than $100;000,000. 

Turkey looks for some consideration 
as an early member of the U. N. Conces- 
sions to Eirerand Afghanistan will turn on 
the readiness of their governments to 
help ferret out Nazi property nominally 
owned bv their citizens. 

@ German assets in the Balkans have 
turned out to be about everything the 
Russians choose to label as former Nazi 
holdings. U. S. Reparations Commission- 
er Edwin W. Pauley declares that the 
interpretation of “German assets” by 
Russia is “absolutely unjustified.” He 
points out that the Potsdam Agreement 
gave the Allied Control Council title to 
all external assets of Germany, leaving 
it up to Russia, as the Council's repre- 
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sentative, to liquidate Nazi wealth in 
Eastern Austria, Hungary, Romania and 
Bulgaria. 

The Council, however, is faced with 
this practical situation: It probably has 
legal title to the holdings, but the Rus- 
sians have physical possession of them 
and the Soviet Union has shown no dis- 
position to date of backing down from 
her position. The Russian argument is 
that Germany occupied all these coun- 
tries, operated the big industries to suit 
the Nazi program and therefore the prop- 
erties should be classified as German. 

This interpretation has been stretched 
to cover Austrian oil refineries and, be- 
yond that, even to oil in the ground. 
Soviet officers already have shipped some 
of that oil to Czechoslovakia and also 
have turned over a substantial volume 
to their own Baltic Fleet. 

q] Latin-American activities of the 
Nazis, who before the war thought they 
thus could succeed in economic pene- 
tration in the Western Hemisphere, have 
left property that may be worth $500,- 
000,000. This is not to be handled along 
the same lines as external assets in neu- 
tral countries since the republics of Latin 
America were on the side of the Allies. 

The U.S. has asked that Nazi hold- 

ings in South America be exempted. from 
the Control Council's order taking title 
to German assets. If the Council agrees, 
this property will be divided by the 
Latin-American countries as _ offsets 
against claims of their citizens arising 
from German action in the war. 
@ Smashing German power to wage 
economic warfare is not enough for 
Allied experts. They concede that for 
many years to come the peaceful nations 
of the world will have to keep alert for 
new devices that may be developed by 
plotters in Germany. But their first job is 
to disperse the concentrations o_ re- 
sources that had been built up under an 
economic offensive planned by the Nazis. 
They are trying to bring that task to a 
quick conclusion while German property 
still can be identified readily. 
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U.S. PLANS SHOWDOWN 
ON JAPANESE ASSETS 


“Token reparations’ to be distributed 
in move to end deadlock with Russia. 
Total payment may be scaled down 


Reported from TOKYO 
and WASHINGTON 


A long-delayed start in parceling 
out Japanese reparations will be forced 
by the U.S., taking the initiative to 
break an Allied deadlock over claims 
against the defeated enemy. 

Washington will direct General of 
the Army Douglas MacArthur to allo- 
cate to the Allies immediately up to 20 
per cent of the Japanese assets earmarked 
for reparations. Representatives of coun- 
tries with claims against Japan will be 
consulted before the orders are issued, 
but the U.S. will go ahead with the 
token distribution regardless of whether 
a final agreement is reached. 

Back of the move is an attempt to end 
the stalemate in the Far East Commission, 
where the Russians alone oppose a repar- 
ations conference. Russia also refuses to 
include as reparations the Japanese prop- 
erty removed from Manchuria by the 
Soviet Army. The deadlock with Russia 
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has delayed distribution of Japan’s fac- 
tories, machinery and transportation fa- 
cilities which some of the victor nations 
need urgently for rebuilding their own 
economy. 

@ The U.S. plan is to send General 
MacArthur the following directive: 

To divide immediately among claim- 
ant countries about 20 per cent of Japa- 
nese assets now set aside for reparations. 

To decide later how the remaining 80 
per cent shall be allocated. 

MacArthur's proposals then would be 
submitted to the Far East Commission 
for review. Even if the Russians should 
oppose his program it would be carried 
out, since the General would be acting 
on a directive sent by the U.S. Govern- 
ment under its authority as the principal 
occupying power. 

@ Many nations are after a slice of the 
Japanese reparations and most of them 
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Owners are reluctant to reconvert while seizure possibilities exist 


16 «© WORLD REPORT 


are getting impatient. Nearly a year ago 
the Pauley Commission emphasized the 
importance of an immediate program of 
deliveries to claimants. Even the Jap- 
anese are impatient over the delay. Their 
own recovery is being retarded because 
factory uwners are reluctant to reconvert 
or improve their plants as long as a 
possibility exists that they will be seized 
and removed as reparations. 

China hopes to receive 30 per cent of 
the heavy industries Japan must sur- 
render. She wants many things, includ- 
ing all the electric-power equipment and 
machine tools she can get. 

The Philippines want many facilities, 
including part of Japan’s steel industry. 

Britain has sent to Tokyo a plan sug- 
gesting that Japan be permitted to retain 
a larger proportion of her industries than 
originally earmarked for reparations. This 
proposal, however, may be opposed by 
other members of the British Common- 
wealth and by India. Australia wani+ 
some of Japan’s wool textile mills anc 
whaling fleet. New Zealand is interested 
in coastal vessels. India is after steel anc 
textile mills. Canada also is entitled to 2 
small share through her part in the 
Pacific war. 

The United States will not ask for in- 
dustrial reparations but may seek som: 
materials for Southern Korea, which 
needs plants for producing chemical fer- 
tilizer. 

France has submitted an estimate to- 
taling $2,000,000,000 as her bill to 
Japan. : 

Holland has prepared a preliminar 
claim of $6,800,000,000, principally rep- 
resenting her losses in the East Indies. - 

Other claimants. Mexico has a minc> 

claim because she sent an aircraft squad- 
ron to the Far East in the last days of the 
war. Outer Mongolia will make a claim 
for the few days she was at war with 
Japan. Greece, Norway and Italy want 
to be reimbursed for shipping they lost 
in the Far East. The Portuguese seek 
compensation for damage to their Pacific 
possessions. 
@ Effect of U.S. plan may be to scale 
down total Japanese reparations after 
claimant nations have received their 
token payments next year. Joseph Fromm. 
staff correspondent of World Report, says 
occupation authorities in Tokyo now feel 
that earlier reparations proposals failed to 
take into account some of the realities of 
Japan’s postwar economy. 

“American officials here contend,” says 
Fromm, “that Japan must be allowed to 
keep an industrial capacity sufficient to 
build up a substantial export business. 
Otherwise the occupation bill must be 
met by the American taxpayer.” 
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BRITAIN LAYS THE FOUNDATION 
FOR NATIONAL HEALTH SERVICE 


New program, passed by Parliament, 
will provide full medical care to 
everyone regardless of ability to pay 


Reported from 
LONDON 


England now is ready to set up 
a National Health Service, providing 
medical care for every man, woman and 
child, regardless of the individual's 
ability to pay for it. Patients will be 
treated in Government-owned hospitals 
by salaried doctors. 

After months of debate, Parlia- 
ment has approved the Labor Govern- 
ment’s far-reaching national health pro- 
gram for England and Wales. It will be 
April 1948 before the complete system 
goes into effect. Even then, the measure 
of its success will depend upon the co- 
operation of doctors and dentists, many 
of whom criticize the new law as the be- 
ginning of the end of private practice. 

The law itself establishes only the 
groundwork for equalized medical care. 
Health Minister Aneurin Bevan is to work 
out administrative details with represent- 
atives of the medical professions. The 
British Medical Association, however, al- 
ready is polling its members to learn 
whether they are willing to join in con- 
sultation with the Government. The poll 
form makes it clear that a willingness to 
discuss administration of the system does 
not commit any doctor to participate in 
the Government's program. 

@ National Health Service, as provided 
in the new law, extends far beyond the 
present program for public health. All 
health services are made available to 
everyone, regardless of means or the 
nature of the ailment. 

Patients will be free to choose their 
own doctors. In addition to Government- 
paid medical attention, such things as 
medicines, crutches, artificial limbs and 
dentures will be furnished without charge. 

Hospitals will be Government owned, 
with a few exceptions. Those with reli- 
gious connections will not have to change 
their denominational association under 
the act. Service in hospitals will be 
financed partly by national Government 
funds and partly by local funds. 


The Government hospital service will 
be at one level. Patients who want pri- 
vate rooms or other extra services will be 
charged for them. 

Health centers will be created through- 
out England and Wales for routine medi- 
cal care. 

General practitioners will be provided 
to take care of patients in their homes. 
Specialists will be available. 

Supplementary services guaranteed by 
the act include dental care, ambulance 
facilities, maternity and child welfare 
assistance, home nursing, domestic help 
and most other established medical bene- 
fits. 

@ Professional objections to the $600,- 
000,000-a-year program center around 
the following provisions of the new law: 

Private practice is not prohibited, but 
it is certain to be curtailed. No doctor is 
required to take part in the Government 


program, but those who do not partici- 
pate will be paid only through fees col- 
lected from private patients, certain to 
shrink in number once tax-paid medical 
service becomes available to all. 

Salaried doctors, drawing their com- 
pensation from local and national funds, 
are provided for in the new law. Amounts 
have not yet been fixed. It is likely, how- 
ever, the doctors and other professional 
people will be paid a small fixed salary, 
plus additional compensation for each 
patient. Many professional men object 
that this makes doctors salaried civil 
servants. They would prefer all compen- 
sation based on fees per patient. 

The right to practice in specific lo- 

calities can be restricted by a Govern- 
ment agency, yet to be created, which 
will specify areas of the country where 
doctors are needed or areas where they 
are too numerous. The idea is to spread 
professional talent equally in all parts of 
England and Wales, without regard to the 
neighborhood's ability to pay. 
@ The blueprint for England’s gigantic 
undertaking in nationalized health serv- 
ice is completed with the new act. It 
will take another 18 months, however, 
before details are worked out and as- 
sured medical care becomes a reality. 
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HOPES FOR TRADE WITH CHINA 
DAMPENED BY POSTWAR CHAOS 


Inflation, inefficiency and civil strife 
discourage investors from abroad, 
cut import expectations two thirds 


Reported from NANKING 
and WASHINGTON 


Hopes of businessmen for a huge 
market in postwar China are going up in 
the smoke of civil war and inflation. 
American. companies in Shanghai are 
finding it so difficult and risky to do busi- 
ness that they are holding up their plans 
for expanded trade and investments. 

Lack of funds is forcing China’s 
financial expert, Premier T. V. Soong, to 
curb purchases in the U.S. and other 
countries, despite enormous needs for 
goods of all kinds. Stringent controls 
have just been imposed on all imports. 

U.S. officials are revising down- 
ward by more than two thirds their 
V-J Day estimates of the size of the 
future market in China. 

Predictions a year ago were that a 
peaceful and united China would buy 
abroad at the rate of almost $1,000,000,- 
000 a year by 1951 and that the U.S. 
would command a quarter of this market. 
Today, U.S. Government studies indi- 
cate that civil strife, if prolonged as now 
seems likely, will make it impossible for 
China to finance purchases abroad in 
excess of $300,000,000 a year by 1951. 
The U. S. share of this may be only $60,- 
000,000 to $90,000,000. 

A treaty of commerce signed recently 
with the U.S. promises to remove most 
of the legal barriers hindering Americans 
doing business in China. But U. S. firms, 
like those of other Western countries, are 
being thwarted by chaotic conditions in 
the economy of Asia’s largest country. 

“Prices have soared to 5,000 times the 
prewar level,” World Report's staff cor- 
respondent, Frank Rounds, Jr., says in a 
wireless dispatch from China. “Labor 
costs, once the lowest, are becoming the 
highest in the world. Plans for .new 
industries are being pushed out of the 
picture by China’s inability to rehabili- 
tate her present plant. Factory output in 
Shanghai is stalled at half the 1940 level.” 
@ Business troubles are many. Torn 
communications, shortages of raw mate- 
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rials, lack of fuel, labor unrest and 
interest rates of 150 to 240 per cent 
hamper production and trade. These 
problems are intensified by rampant 
speculation, hoarding, smuggling, black 
markets and governmental inefficiency. 

Port tie-ups, looting of cargoes and 
steep charges for unloading are among 
the major headaches of American import- 
ers. In Shanghai harbor, which has been 
handling three quarters of China’s sea- 
borne trade, warehouses are jammed, 
lighterage is scarce and unloading often 
is delayed as much as two weeks. 

The expense of ferrying a cargo to 


eee” 


Se 
es 


, 
g£ aid = 
ine te 


“ 


RATIONING FLOUR TO CHINA’S NEEDY 





3 ‘ ~ an . ax *<) “ m . ' 
ates abe Lae '3 in 7S St ower “Re dng 
nw & ge? . « od a 
; > 4 seg Re. > 


shore, swelled by graft, Government fees 
and labor charges, sometimes exceeds 
the cost of transporting it across the Pa- 
cific. Looting is so efficient that- importers 
often see items of their shipments on 
sale in bazaar stalls before they clear 
their cargo through customs. 

Exchange fluctuations make trade in 
China a speculator’s dream but a busi- 
nessman’s nightmare. The value of Chi- 
nese currency on the open market may 
fall or rise 10 to 20 per cent in a few 
hours because of political rumors, op- 
erations of speculators or dumping of 
Government stocks of gold and com- 
modities. 

On August 19, the Government sud- 
denly devalued the official rate of the 
Chinese dollar from 2,020 to 3,350 for 
one U. S. dollar. To keep prices stable the 
order was accompanied by heavy unload- 
ing of Government stocks of goods. 
Businessmen woke up the next morning 
to find their inventories and Chinese 
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Military costs take 84 per cent of the National Government’s budget 
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currency worth only 60 per cent as much 
in U.S. dollars as the night before. 

Profits and dividends of American 

companies legally may not leave China 
because of currency controls of the Cen- 
tral Bank. Businessmen thus are left with 
the choice of watching profits disappear 
in the spiral of Chinese inflation, or of 
getting their money back to the U.S. 
by finding some way around the Govern- 
ment regulations. Many of them find 
they must spend as much time at this 
as they do at normal business. 
@ Government competition is another 
hurdle faced by business in China. Lack 
of private capital during the war led Gov- 
ernment corporations to enter almost 
every field of commerce and _ industry. 
Japan’s extensive holdings in Chinese 
trade and industry, valued at more than 
$500,000,000 in Shanghai alone, as well 
as factories owned by Chinese collabora- 
tors, have been taken over by the Gov- 
ernment, 

Long-range plans announced by the 
Chinese Government call for returning all 
light industries to private ownership by 
stock sales. Heavy industry and _ utilities 
are to remain under Government opera- 
tion. This would satisfy most American 
businessmen, particularly if the Govern- 
ment were to carry out its pledge to start 
the process this year. But they doubt that 
this will be done. 

Some light industries now are operat- 
ing profitably in Government hands. Most 
important are the textile mills taken over 
from the Japanese, which comprise more 
than half the spindles in China and have 








been providing the government with prof- 
its in excess of $5,000,000 a month. 

With military costs taking 84 per cent 
of the National Government's budget ex- 
penditures and taxes bringing in only one 
sixth as much as the Government is spend- 
ing, many officials are loath to surrender 
textile profits. In addition, private capital, 
which can earn upwards of 150 per cent 
a year by speculation and _ short-term 
loans, is not interested in the smaller re- 
turns of productive enterprise. 

As a result, American companies are 
not too hopeful about an early reduction 
of state-owned business, and _ private 
competition with Government corpora- 
tions in China is a hazardous affair. 

Government corporations moreover, 
sometimes are given authority to regu- 
late the affairs of their private competi- 
tors. The China Petroleum Corporation, 
organized by the Government to take 
over Japanese refineries in Formosa and 
to engage in distributive activities in 
China, recently was given responsibility 
for regulating all oil imports, price con- 
trols and rationing—functions that a 
Western country ordinarily would en- 
trust to an independent Government 
agency. 

American oil companies fear the Pe- 
troleum Corporation will discriminate 
against them immediately and ultimately 
will try to squeeze them out. Rounds 
cables that they are holding up a $50,- 
000,000 plan for new installations as a 
result. 

@ Legal obstacles to American business 
in China are to be cleared away after the 
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UNLOADING RAIL EQUIPMENT AT SHANGHAI 
Delays and costs are among the major headaches of American importers 


new U.S.-China treaty of commerce is 
ratified, but it will be many years before 
this pact can be carried out. 

U.S. firms have protested to the State 
Department that Chinese judges and offi- 
cials discriminate against them in legal 
proceedings, on tax levies and in the ad- 
ministration of Government regulations. 

The treaty between the U.S. and China 
guarantees American businessmen the 
same rights as Chinese citizens in most 
fields and assures U. S. enterprises that no 
national of a third power will receive bet- 
ter treatment. This treaty is to become 
part of a new body of business law, mod- 
eled on Western practice, that China is 
enacting. 

However, China's inexperience in ad- 

ministering such legislation in a com- 
plex industrial society, and the absence 
of judicial precedent are expected to 
hamper Western businessmen for many 
years. Judges and officials of the 
National Government, moreover, may 
quickly enforce the nondiscrimination 
pledges but provincial and local magis- 
trates are not so easily brought into 
line. The Government of Generalissimo 
Chiang Kai-shek exercises little authority 
in vast sections of the country ruled by 
provincial war lords, not to mention the 
extensive areas held by China’s Com- 
munists. 
@ A strong central government is the 
only answer to this problem, American 
businessmen believe. The U. S. State De- 
partment sees such a government pos- 
sible only on the basis of a coalition of 
the Nationalists, the Communists and 
the liberal parties, which could unite the 
country and give China the beginnings 
of a democratic system. 

By ending the civil war, such a gov- 
ernment, the U.S. believes, could cur- 
tail corruption, restore communications, 
rehabilitate industry, spur production, 
counter inflation and boost exports, 
which now pay for only one quarter of 
China’s imports. In this event, the U. S. 
would be willing to lend China $500,- 
000,000 for industrial rehabilitation and 
expansion. 

This sum, already earmarked by the 
Export-Import Bank, is being held up. 
The State Department’s top official on 
China said recently “it is unsound to in- 
vest private or public capital in countries 
where there is widespread corruption in 
business and official circles, where a 
government is wasting its substance on 
excessive armament, where the threat or 
fact of civil war exists, where tendencies 
toward government monopolization ex- 
clude American business, or where un- 
democratic concepts of government are 
controlling.” 

With American businessmen in China 
taking the same view, the continuation 
of civil strife will mean postponement 
of China’s industrialization and a long 
delay in the emergence of China as a 
major market for the world’s goods. 
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INDONESIAN REPUBLIC EXPECTED 
TO ENCOURAGE OUTSIDE CAPITAL 


Western investors in the islands 
believe new regime will welcome 
overseas funds to revive economy 


Reported from 
BATAVIA and 


Western countries with large in- 
vestments at stake in the Dutch East 
Indies are awaiting with anxiety the im- 
pending birth of the Indonesian Re- 
public. 

British and American investors, 
whose holdings in the territory exceed 
the billion dollar mark, are going ahead 
with rehabilitation plans on the assump- 
tion the Indonesians cannot afford to en- 
danger the overseas capital that is ur- 
gently needed to develop and rebuild 
the islands’ war-wrecked economy. 

The Indonesians, however, expect 
in the future a bigger share of the profits 
from the petroleum, tin, rubber and other 
vital raw materials taken from _ their 
country. 

Outside investors, therefore, whose 
properties have brought them no revenue 
during the last five years, are weighing 
the possible effect of this new policy as 
the Indonesians prepare to advance one 
step nearer to independence. 

British troops now are leaving the 
East Indies. The policing job that they 
have handled for more than a year has 
been turned over to Dutch forces, which 
number 70,000. 

In The Hague, the Dutch Parliament 

soon will begin deliberations on the draft 
agreement that eliminates the colonial 
status of the Indonesians and sets up a 
United States of Indonesia. Within the 
union is the Indonesian Republic, em- 
bracing the islands of Java, Sumatra and 
Madoera. The Republic will be on its 
own after a two-year transition period. 
Some Dutch conservatives will oppose 
the agreement, but they are outnum- 
bered, and it is generally conceded that 
Parliament will approve it soon. 
@ Indonesians gain far more influence 
in the management of their own affairs, 
under the agreement, and the Dutch will 
co-operate with them in formation of a 
sovereign state. 

Socialists among the Indonesians ad- 
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vocate large-scale nationalization of 
industries, but it appears that an under- 
standing can be worked out with the 
Dutch whereby little more than the pub- 
lic utilities will be taken over by the 
state. 

Republican leaders have promised that 

Western capital will be encouraged and 
not subjected to excessive taxes. They 
have agreed that the Dutch should retain 
police functions during the transition 
period, another guarantee that overseas 
holdings will not be interfered with. 
@ The Dutch gain assurance of con- 
tinued preferential treatment in the East 
Indies. They have the written guarantee 
of the Republic that their investments 
will not be disturbed. 

Dutch businessmen who want reten- 

tion of the colonial status doubt that the 
rich islands can regain their prewar pros- 
perity under the new setup. However, Dr. 
Hubertus J. van Mook, acting Governor- 
General of the East Indies, says the pro- 
posed United States of Indonesia prom- 
ises bigger economic gains to Dutch, 
Indonesian and outside capital than was 
possible under colonial status. 
@ Outside investors are marking time 
while awaiting clarification of the eco- 
nomic picture. From the Republic's Presi- 
dent Soekarno and Premier Sjahrir they 
have been assured that Western invest- 
ments will not be disturbed. On the other 
hand, Dr. A. K. Gani, the Republic’s Min- 
ister of Economics, has told oil interests 
that they will have to renegotiate their 
contracts. 

U. S. holdings in the Indies are in the 
neighborhood of half a billion dollars. 
Largest investor is the Standard-Vacuum 
Oil Company, which has oil fields on the 
island of Sumatra. Production hasn’t been 
resumed since the war, but everything is 
in readiness. The company’s refinery, on 
the same island, was smashed when the 
Japanese landed in 1942, but equipment 
is on order to rebuild it. 


The Goodyear Tire Company and the 
United States Rubber Company have 
extensive holdings, mainly in rubber 
plantations, on islands that will become 
part of the new Republic. Both firms 
have representatives back in the Indies, 
but resumption of operations on a prewar 
scale awaits signing of the Dutch-Indo- 
nesian agreement. 

Other U.S. firms with interests in 
the East Indies include General Motors 
Corporation, Colgate - Palmolive - Peet, 
National Carbon Company, Continental 
Planting Company and Hawaii-Sumatra 
Planting Company. 

British holdings in the Indies are main- 
ly in oil, rubber and tin. Heading the list 
is the Royal Dutch Shell Oil Company, 
which is a British and Dutch concern with 
headquarters in London. 

@ New capital from abroad could be 
drawn in by the Republic if its leaders 
make the terms attractive enough. Al- 
ready they have the talking points that 
labor is cheap and plentiful and that 
exploitation of Sumatra’s natural re- 
sources hasn’t been more than scratched. 

U. S. businessmen are voicing concern 
over postwar conditions in the Philip- 
pines, and some are considering moving 
south to the Indies. Copra, the Philip- 
pines biggest export, could be obtained 
for American soap kettles from the East 
Indies. Production of hemp is on the de- 
cline in the Philippines, and some U. S. 
interests are discussing the possibility of 
shifting their operations to Sumatra, 
where labor and land is cheaper and 
growing conditions are ideal. 

Australia intends to make the most of 
her existing friendship with the Indo- 
nesian Republic. This resulted when 
Australia’s labor groups kept the cause 
of the Indonesians before the world by 
refusing for several months to load or re- 
fuel Dutch ships stranded in Australian 
ports. 

@ “The Treasure House” of the Far 
East, as the Dutch Indies are known, has 
been hit hard by Japanese occupation 
and subsequent civil war. Because of its 
political strife, the East Indies have failed 
to benefit from the high prices tropical 
products have brought on world markets 
this first postwar year. Rubber appears to 
be the only one of the major industries 
that has a chance of reaching the prewar 
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produced more than 1,500,000 tons an- 
nually. This figure could be doubled if 


level of production by 1948. Some may 
never again attain previous levels. 


Tea and coffee. It will be necessary 
to replant some of the plantations, par- 





Petroleum. Production of crude oil 
may return to normalcy late in 1948, but 
it will be another year before the refin- 
eries are operating on a prewar scale. 

Copra. The U.S. Government is help- 
ing the Dutch by assigning specialists to 
work out a program to revive copra pro- 
duction in the Indies. 

Tin. Production this year will be 
around 8,000 tons, or less than 20 per 
cent of normal. Next year the Dutch hope 
to hit the mark of 20,000 tons. 

Sugar. A normal crop isn't expected 
before 1949. Before the war, the Indies 


a larger export quota were permitted. 


Cinchona bark. This main component 
of quinine no longer is the only means of 
treating malaria. Production isnt ex- 
pected to hit prewar levels again, but a 


demand for quinine still exists. 
Pepper and other spices. Plantation 


S 


are badly run down, and the comeback 
of these industries will be slow. More 
spices have come from the Indies this 
year than can be expected for several 
years because 1946 shipments generally 
represented stockpiles built up during the 


three years of Japanese occupation. 


ticularly tea bushes, because of the lack 
of care during the war. 

@ The outlook is that the Indonesian 
Republic, under Dutch guidance, will 
encourage outside capital because recon-. 
struction cannot be accomplished without 
it. In the future, profits of Western inves- 
tors may not be what they were in the 
past, and operators will have to employ 
a larger number of Indonesians and pay 
them more. But, in general, optimism ex- 
ists among Western firms with invest- 
ments in the Indies over prospects for do- 
ing business in the Indonesian Republic. 
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HOLLYWOOD FILMS 
FACE EXPORT BATTLES 


European producers, many with 
government co-operation, are 


bidding for bigger share of market 


Increased competition for world 
markets lies ahead for the motion-pic- 
ture producers of the leading nations. 

More and more countries are pro- 
ducing their own films for the first time. 
To protect these infant industries, re- 
strictions are being placed on imports. 
Many governments are nationalizing the 
motion-picture industry, or are encourag- 
ing private monopolies. 

Russia and Great Britain are going into 
the field of film exports on a much bigger 
scale. France and Sweden, along with 
others, are attempting to get a share of 
the world markets formerly dominated 
by motion pictures made in the United 
States. 

All nations recognize the propaganda 

value of the motion picture. There is 
active competition throughout the world 
among the big powers to get before 
the public films that promote a country, 
its way of life, or its industrial prod- 
ucts. This is a new factor in film 
competition. 
@ Propaganda films are being most ac- 
tively produced by Great Britain, Russia 
and the United States. These motion 
pictures usually depict a typical scene 
from national life. All three countries 
distribute these films through information 
offices attached to their embassies 
throughout the world. 

Russian films being distributed gen- 
erally in Europe stress such propaganda 
themes as advantages of the Soviet sys- 
tem, the role of the Communist Party 
and the unity of the many nationalities 
composing the Soviet Union. These sub- 
jects were specified for the industry by 
the Politburo when it approved the Five- 
Year Plan. 

Films showing such phases of Soviet 
life as the sports gathering in Moscow, 
battles of the last war, and methods of 
collective farming are being shown to 
audiences in many countries. These pic- 
tures are of a quality comparable to some 
of the best produced in the United States. 
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A Russian innovation is a three-dimen- 
sional projection invented by S. Ivanov. 

U.S. documentaries are made and 
distributed under the direction of the 
United States Information Service, a 
branch of the State Department. This 
organization works in conjunction with 
Hollywood producers, some of whom 
donate their time to Government films. 
Most of the documentary films, however, 
must be produced solely with funds ap- 
propriated by Congress. 

Films distributed by the U. S. Informa- 
tion Service include such pictures as 
“Tuesday, November,” which shows how 
the people of the U.S. vote in national 


- elections. This picture has had receptive 


audiences throughout Europe, particu- 
larly during the recent congressional 
campaign. 

Britain is also producing a large num- 
ber of documentaries for overseas exhibit. 
These films, turned out by private com- 
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SOVIET INNOVATION 
Inventor Ivanov and his net screen 


panies, but under Government direction, 
are being seen in Russia for the first time. 
The British and Russians have agreed 
to exchange six of their outstanding films. 
Britain is the only country sending films 
to Russia at present. 

@ Commercial pictures must compete 
with state monopolies as well as with 
government-sponsored films. No Ameri- 
can-made films are being sold to the 
Soviet Union, although 22 were bought 
by Russia between 1939 and 1945. One 
of the chief obstacles to display of U.S. 
pictures in Russia is the refusal of the 
Soviet Government to pay normal prices. 
Similar difficulties confront U. S. distribu- 
tors elsewhere in Eastern Europe. 

Government monopolies regulate the 
production, distribution and exhibition of 
films in Czechoslovakia and Yugoslavia. 
No U.S. pictures are being shown in 
Yugoslavia, as a result of failure to reach 
an agreement with the Tito Government. 
An agreement with Czechoslovakia per- 
mits American films to be shown, with 
the income being split between the 
Czechoslovak film monopoly and the U. S. 
exporters. However, the Czechoslovakian 
Government is giving preference to Rus- 
sian films. Soviet productions have been 
granted 60 per cent of the showing time, 
but the Russians have been unable so 
far to fill the promised quota of 100 pic- 
tures for 1946. 

@ Domestic production is encouraged 
by all European countries, and is bound 
to cut somewhat into U.S. exports. 

Britain, previously the best market for 
U. S. films, has an up-and-coming domes- 
tic industry. The British shortage of 
dollars also is cutting imports of U.S. 
pictures. 

France accepted unrestricted imports 
of U.S. pictures under the financial 
agreement with the U.S. in May 1946, 
but French producers are trying to get 
the Government to tighten up on pur- 
chases of American productions. France 
is producing nearly 150 pictures a year, 


and about the same number are imported 


from the U. S. 
@ U.S. supremacy in European mar- 
kets is facing increasing difficulties. Ex- 
ports, where before the war resulted in 
an income of $90,000,000 annually for 
the U.S. motion-picture industry, are 
handled by the Motion Picture Export 
Association, which acts for the entire 
industry in dealing with world purchasers. 
To keep their share of the overseas 
audience, U.S. producers plan to send 
out only the best pictures, counting on 
proceeds from quality rather than quan- 
tity. By careful selection of exports, Holly- 
wood hopes to retain its position of pre- 
eminence on the world’s screens. 
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Norfolk, Va., located on the famous Hampton 
Roads, occupies a unique position among the sea- 
ports of the country. It is situated near the 
center of the Atlantic seaboard and has a spacious 
harbor that is ice-free throughout the year. The 
port has the benefit of the lowest import and 
export rates to and from the Midwest. These 
attributes, plus the Norfolk and Western’s exten- 
sive, modern merchandise and coal handling 
facilities, add up to Precision Transportation 
and service. 

With all-rail service from the West and Mid- 
west to shipside at Norfolk, N. & W. tidewater 
facilities provide direct interchange of cargo 
between trains and ships — there is no lighter- 
age, no costly delay in handling shipments. 

With the completion of one of the largest 
and most modern piers in the world — now under 
construction — Norfolk and Western port facili- 


For information on rates, routes and fast sched- 
ules communicate with: . C. Sawyer, General 
Foreign Freight Agent. 233 Broadway, New York 7, 
N. Y.; L. H. Butler, Foreign Freight Agent, J. A. 
Conner, Jr., Assistant Foreign —<— A ent, 400- 
404 Royster oy Norfolk 10, V . J. Evich, 
Foreign —— qe 1222 Siscemntte ‘Building, 
Chicago Helen Foreign Freight Agent, 
905 Dixie Terminal Building, Cincinnati 2, Ohio; 
or other N. & W. freight representatives located in 
principal cities throughout the country. They are 
equipped and eager to serve you. 





‘the PORT OF NORFOLK, 
ateway to the World... 
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ties will include five merchandise freight piers, 
supported by warehouses containing more than 
a million square feet of storage space; a modern 
grain elevator with a storage capacity of 750,000 
bushels; efficient coal piers with a dumping 
capacity of more than a million tons a month, 
and supporting yards with a capacity of thou- 
sands of cars. 

Whether shipments are destined for the ports 
of the world — or from world ports to the markets 
of the Midwest and West, ocean and railway 
facilities of the N. & W. are geared together and 
precisely timed to give shippers and receivers 
Precision Transportation through Norfolk — gate- 
way to the world. 
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(In a few weeks both the U.S. 
Congress and Canada’s Parliament 
will be in session. The Republican 
victory in the recent elections has 
saddled the U. S. with a divided gov- 
ernment, whereas Canada can pro- 
ceed with its postwar program with- 
out such a handicap, although it is 
theoretically possible for Parliament 
to be divided against itself. 

(The anomalous situation con- 
fronting the U. S. is tending to focus 
attention on the wide differences be- 
tween her governmental methods 
and those which guide her neigh- 
bor to the north, WORLD REPORT 
herewith presents a broad analysis 
of how the Canadian system func- 
tions.) 


HE GOVERNMENT of Canada has been 
described as perhaps the most com- 
plicated- and cumbersome exhibit in the 
current democracy of the world. There 
is recurrent talk of modernizing it, but 
thus far to no avail. It continues to oper- 
ate under a difficult formula designed for 
another era. 
Yet this Government has been marked 
by a political stability remarkable in the 


last half century, for the Liberal Party 


has been in control for 35 of those 50 
years. 

And Canadians are mindful that un- 
der this Government their nation has be- 
come the third largest in world trade 
and enjoys a standard of living second 
only to that of the U. S. 

Just short of 80 years old, Canada’s 
Government was set up in 1867 under 
the British North America Act, the stat- 
ute passed by the British Parliarnent 
giving Canada the dominion status 
which preceded the country’s attain- 
ment of full nationhood and sovereignty 
in the British Commonwealth. 

This Act, familiarly referred to as 
B. N. A., is really Canada’s constitution. 
It defines the legislative, executive and 
judicial processes for both federal and 
provincial governments. It delimits the 
scope of each. And it makes moderniza- 
tion of the Act difficult. 

If the constitution imposes drawbacks 
on successful government today, the 
political patchwork of the nation com- 
pounds them. Canada probably contains 
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“more conflicts in economic, racial, geo- 


graphic and ideolegical matters than any 
democracy in the world. It has a British 
element described as more British than 
the King of England. It has the French 
of Quebec, extremely jealous of their 
heritage and suspicious of anything that 
might possibly infringe on their pro- 
vincial sovereignty, or state's rights. It 
has an industrialized mid-Canada which 
demands tariff protection. And it has an 
East and West which produce raw ma- 
terials and are just as insistent upon low 
tariffs. 

Because of all these divergent forces, 
the paramount task of Canadian leader- 
ship has been and still is to keep enough 
of them in political alliance to enable 
government to function without inces 
sant change. 


FEDERAL MACHINERY 


Canada’s Parliament, as is well 
known, was modeled after its British 
prototype and embodies all the same 
basic rights and privileges. 

Parliament consists of the Senate and 
House of Commons. The former has 96 
members, distributed on a geographical 
basis to give varying representation to 
each of the nine Provinces. House mem- 
bership totals 245 and representation is 
on a proportional basis according to 
population, except in Quebec. The con- 
stitution guaranteed Quebec 65 repre- 
sentatives. Representation for other 
Provinces is determined by dividing the 
population of Quebec by 65 and apply- 
ing the result to fix the size of con 
stituencies elsewhere. At present, this 
formula provides one House member for 
every 50,000 population. 

The House is an elective body and 
its members seek office very much as do 
their opposite numbers in the U.S. or 
the United Kingdom. The Senate, how- 
ever, is an appointive body. The party in 
power does the appointing when va- 
cancies occur, and Senators hold office 
for life. 

As in the United Kingdom and other 
nations of the British Commonwealth, 
the government is ministerial, repre- 
sented by the Cabinet. This consists of 
the Prime Minister, usually the leader 
of the majority party in the House, and 


yd. CANADA’S GOVERNMENT 


the Ministers he picks from members of 


Parliament to administer the various de- 
partments. 

The Canadian system differs sharply 
from that of the U. S. in that in Canada 
the Cabinet is responsible both for ad- 
ministration of the law and for formu- 
lating legislation. Only the judiciary is 
separate. 

The Cabinet is responsible to the 
House of Commons and can remain in 
office only so long as it retains the 
House’s confidence as expressed in vot- 
ing support for its program. When a 
Cabinet no longer can command a ma- 
jority vote for its policies, it usually 
resigns. Another group then may under- 
take to form a new government, but in 
most cases the basic issues are checked 
to the voters in a General Election. Even 
if a party retains unshaken control, it 
must stand a General Election every 
fifth year to renew its mandate. How- 
ever, such elections may be called with 
greater frequency if there are rapid 
shifts of political sentiment. The last 
General Election was in 1945. 

Besides being the main support of 
the Cabinet, the House controls legis- 
lation and generally oversees the func- 
tions of government. It has unlimited 
powers of taxation, but its law-making 
authority is restricted to purely national 
and international affairs. 

In the work of the Parliament, the 
Canadian Senate has a much more posi- 
tive role than the House of Lords in 
Britain. The Lords can only delay enact- 
ment of measures passed by the British 
Commons, whereas the Senate has au- 
thority to delay, amend or reject legis- 
lation. It may also originate legislation 
of its own, provided the expenditure of 
public funds is not involved. 

Because of the appointive nature of its 
membership, the situation could arise 
where the Senate might be controlled by 
one party while Commons was con- 
trolled by another. Thus, theoretically, 
the Prime Minister’s program would be 
at the mercy of the Senate with its im- 
portant power of rejecting legislation. 

Actually, such an impasse has never 
arisen. Years ago one Canadian states- 
man described the Senate as “the sober 
second thought in legislation” and the 
chamber holds generally to that tradi- 
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Rigidity of organic law handicaps Dominion 
in solving problems on a nation wide basis 


tion. Moreover, despite the party af- 
fliations of individuals, Senators on 
the whole tend to less partisan views 
than their colleagues in Commons. 


PARTIES AND PROBLEMS 


Prime Minister Mackenzie King and 
his Liberal Party are in control of 
Parliament, as they have been since 
1921 except for one five-year inter- 
ruption. 

In the House, the Liberals hold 125 
of the 245 seats. The second largest 
representation is the Progressive Con- 
servatives with 67 seats. The socialist 
Co-operative Commonwealth Federa- 
tion (CCF) has 28 members, and So- 
cial Credit, a new party of unde- 
veloped philosophy, has 13. In addi- 
there are seven minor parties 
which divide a total of 11 seats among 
them. One vacancy will be filled at a 
by-election later this month. 

Ostensibly, the Liberals have only a 
four-vote majority, not counting the 
Speaker, who votes only in case of a 
tie. Actually, however, some of the 
minor parties frequently vote with the 
Government, and the Cabinet always 
has been careful to line up such sup- 
port whenever a vote on an important 
issue impends. 

The composition of the Senate 
clearly reflects the long reign of the 
Liberals in power. Sixty-five of the 
Senators are Liberals, 24 are Progres- 
sive Conservatives, and there are seven 
vacancies. 

For a long time Canada had only a 
two-party system—the Liberals and 
the Progressive Conservatives. Since 
World War I, however, new parties 
have been appearing, sired by the 
Western Provinces where virtually all 
of their present strength lies. 

The newcomers, such as the CCF, 
have yet to gain imposing stature, but 
they are signs that political ferments 
are at work, that voters are thinking in 
terms of change and experimentation. 

How important this movement may 
be still is difficult-to appraise, but 
present indications are that it may 
prove a substantial factor influencing 
the course of Canadian government in 
the postwar years. 


If party realignments are a potential 
source of uncertainty, the acknowl- 
edged deficiencies of Canada’s con- 
stitution pose a much graver threat 
to the satisfactory conduct of any 
future government confronted with 
postwar dislocations and the universal 
pressure for greater social planning. 

Under the British North America 
Act of 1867 the Federal Parliament 
was empowered to make laws “for the 
peace, order and good government of 
Canada” in strictly national affairs and 
in all matters not assigned by the con- 
stitution to the Provinces. But this Act 
assigned to the provincial governments 
absolute authority for legislation in- 
volving matters of “property and civil 
rights.” Only under the emergency 
powers which the Federal Government 
could invoke in wartime could Parlia- 
ment in Ottawa legislate on matters en- 
trusted to provincial jurisdiction. 

Perhaps a practical formula for 1867 
and the years immediately ensuing, the 
Act has been found seriously wanting 
for the problems of recent decades. It 
has made for divided authority, since it 
entrusts almost unlimited tax powers to 
the Federal Government while leaving 
the Provinces virtually supreme in ad- 
ministrative powers. 

This was graphically demonstrated by 
the fate of legislation voted by Parlia- 
ment in 1934 to cope with depression 
problems. The measures included mini- 
mum wages, unemployment compensa- 
tion, limitation of the hours of work, 
farm credit and an export marketing 
program. 

All these measures were ultimately 
ruled invalid on the ground that they 
sought to usurp functions given provin- 
cial governments by the constitution. 
The effect of the rulings has been to 
obstruct the Government in the field of 
social legislation, now so much in de- 
mand. 

The final decision in the 1934 cases, 
incidentally, was handed down not by a 
Canadian court, for they disagreed. The 
verdict came from the highest court of 
the British Commonwealth and Empire, 
the Judicial Committee of the British 
Privy Council, to which the cases were 
appealed. 

Apart from a King in common, this 


court of last appeals is one of the two 
slender threads that still tie the Cana- 
dian nation organically to Britain. In- 
terestingly enough, the second thread is 
closely related. No change can be made 
in Canada’s constitution, as embodied in 
the Act of 1867, unless the British Parlia- 
ment so votes at the Canadian Govern- 
ment’s request. 

There have been several efforts thus 
far to work out a program for constitu- 
tional reform that would give the Fed- 
eral Government greater scope and still 
meet the approval of the Provinces. 
These have come to naught, however, 
for the Provinces have been reluctant to 
relinquish the authority they now enjoy. 

This situation poses perhaps the most 
pressing problem Canada must solve if 
the country is to deal effectively on a 
federal scale with the social and plan- 
ning needs which World War II has 
accentuated, There is no hint yet just 
how a satisfactory agreement on the sub- 
ject may be worked out. 


DECISIONS AHEAD 


Canada may well find her hand forced 
in the coming months on the consti- 
tutional dilemma, for March is the ex- 
piration date for emergency wartime 
powers which, if not extended, will re- 
vert to the Provinces. There are signs the 
Federal Government intends to seek 
their continuance, particularly for price, 
rationing and market controls, but suc- 
cess of the effort is unpredictable. Apart 
from this immediate problem, there is 
the long-range question of whether Can- 
ada’s future endeavors in the field of 
social legislation are to be on a federal 
or provincial scale. 

The. issue presented by the shifting 
political currents now in motion is not 
yet so pressing, but it can exert impor- 
tant influence on the eventual solution 
of the constitutional problem. 

Thus, for the Liberals, the situation 
now is one calling for a combination of 
high statesmanship in working out con- 
stitutional reform and an adroit hand 
politically in the threatened realignment 
of parties. 

As for the coming session of Parlia- 
ment, best indications are that the Gov- 
ernment party can be expected tc main- 
tain its control at least for some time by 
a series of uncomfortably close votes. 
The Progressive Conservatives speculate 
hopefully about the possibility of forcing 
a General Election before the end of 
1947, but at present this would appear 
close to wishfui thinking. 
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U.N. GIRDS FOR FIGHT 
AGAINST DRUG TRAFFIC 


Aim of Narcotics Commission 1s to 


end illegal sales by limiting 


the world’s production of opium 


World control of narcotics is to 
be undertaken by the United Nations. 
By limiting production of opium to med- 
ical and scientific needs, the U. N. hopes 
to banish the surplus that now goes into 
illicit markets. 

The problem of narcotics control 
has a common denominator with many 
other issues now before the U.N. That 
is the question of internal inspections 
in member countries by representatives 
of the world organization. But it is not 
expected to prove troublesome in ar- 
ranging narcotics control. 

Only two U. N. members—Turkey and 
Yugoslavia—still grow poppies for opium. 
They are to be asked to accept inspec- 
tion, establish production quotas and con- 
tinue limitation of exports to legitimate 
channels. But the task is complicated by 
increasing cultivation of the poppy for its 
seed, which gives a valuable oil. Scientists 
have found that morphine can be ex- 
tracted from poppy plants grown pri- 
marily for seed. 

@ The opium industry is important to 
the economics of both Turkey and Yugo- 
slavia. Their markets have been cut by 
morphine extraction from poppy straw. 
Yet the United Nations Commission now 
meeting for the first time, sees no val- 
id alternative to maintaining production 
on a strict level with medicinal require- 
ments. 

This conflict of interests is likely to be 
solved by restricting processors of poppy 
straw to domestic needs alone. Then, with 
a fixed price established, the opium-pro- 
ducing nations will be given exclusive 
access to buyers in countries that grow 
no poppies. 

Manufacture and distribution of nar- 
cotics already is controlled internation- 
ally. But the League of Nations had no 
stronger weapon for enforcement than 
the spotlight of world publicity. This was 
not completely effective. General of the 
Army Douglas MacArthur, for example, 


found that Japan had been keeping two. 
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sets of opium records—one for herself and 
one for the League. 

The U. N. wants to put more teeth in 
its drug regulations. Its Narcotics Com- 
mission thinks the next move is to limit 
raw materials and set an international 
watch on poppy production. Moreover, 
the broader membership of the U.N. is 
counted on as a guarantee of tighter con- 
trol than could be provided by the groups 
working in concert with the League. 

On the agenda of the U. N. Commis- 
sion, aside from the raw-materials prob- 
lem, is suppression of the illicit traffic, 
which before the war amounted to many 
millions of dollars. Also to be discussed 
are marijuana, synthetic drugs, addiction 
and restoration of controls in war-ridden 
countries, 

Spain, although an adherent to earlier 
treaties, has been left out of the present 
talks because some members felt an invi- 
tation would give Franco a foot in the 
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U. S.’s Anslinger with legal opium 
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U.N. door. This exclusion could prove a 
weak link in the chain, but Commission 
delegates do not think it will. Other 
countries must publish statistics on export 
and import of narcotics, so Spain cannot 
buy or sell without implicating its source 
or customer. 

The Russian delegate dismissed the 
exclusion of Spain by arguing that she 
would not be likely to jeopardize further 
her reputation with other countries by 
winking at illicit traffic in drugs. 

@ Opium smoking in Asia has been cut 
drastically in the last several years as 
government monopolies have been dis- 
solved. Long a source of trouble in inter- 
national meetings, these monopolies used 
to be defended as being preferable to 
uncontrolled distribution. Now Siam and 
India are the only major countries re- 
taining such systems. The new Govern- 
ment of India is expected to abandon 
its monopoly. 

Iran, formerly a major producer, halted 


opium growing last summer and more 


recently banned public sale of the drug 
throughout the country. Japan has been 
cleaned up by occupation authorities. 
France has ended the monopoly in Indo- 
china and Portugal has done the same in 
Macau. The new Indonesian Republic 
probably will maintain the ban imposed 
by the Dutch Government. 

Addiction among veterans of World 
War II has been a possibility giving con- 
cern to many authorities. Carrying mor- 
phine to ease the pain of wounds, troops 
of the Allies and the Axis alike became 
accustomed to handling the drug. Those 
who have found little comfort in postwar 
life, especially in the occupied lands, 
might be tempted to become addicts. 

The U.S. delegate to the U. N. Com- 
mission, Harry J. Anslinger, believes. 
however, that the high price of illicit 
narcotics will keep them out of reach of 
most ex-service men. His*agents in the 
U.S. are finding that opium selling at 
$10 before the war now is quoted at 
$1,000. Heroin once available for the 
same figure bears a price of $4,000 today. 
In Europe, narcotics are a valuable com- 
modity on the black market, worth much 
more than their weight in gold. 

q@ All in all, surmounting the age-old 
problem of narcotics appears to be one of 
the brightest hopes of the United Nations 
for a quick demonstration of unanimity. 
Governments acting on their own initia- 
tive already have improved the situation 
since the war. 

Admittedly, the U. N. has no expecta- 
tion of eliminating illicit drugs com- 
pletely, but there is a real basis for ex- 
pecting that the traffic can be cut to a 
bare minimum. 
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The new order of world citizens has 
grown to a population of nearly 3,000. 
These are the employes of the United 
Nations. They serve no state but give 
their allegiance to the common interest 
and welfare of all mankind. They have 
sworn that they ‘shall not seek or re- 
ceive instructions from any government 
or from any other authority external to 
the organization.” These men and 
women are the civil service of interna- 
tional co-operation. 

Considered as the housekeeping staff 
for a continuing series of international 
conferences, this group, including 46 
nationalities, is a large one. Considered 
as pilots of common action among the 
2,200,000,000 people of the world, it is 
an insignificant seven-thousandth of 1 
per cent of its constituency. 

Secretary-General Trygve Lie took 
office in February of this year. The 
United Nations bureaucracy has come 


UNITED NATIONS flags in front of the headquarters 
at Lake Success are arranged in a circle, thus giving pre- 
cedence to none, equality to all. Further to safeguard the 


into being since that time. In the future, 
according to the organization envisaged 
by Lie, its personnel may grow to dou- 
ble the present size. There may be 
expansion of functions as well as mem- 
bership. Already, at the present session 
of the Assembly, three additional na- 
tions have been accepted for member- 
ship, swelling the total to 54. 

The eight assistant secretaries-gen- 
eral, each administering a department, 
are the cabinet officers of the United 
Nations. Together with three or four 
other key officials, their offices provide 
a blueprint of the day-to-day function- 
ing of the United Nations, the complex 
interlocking of its direction and con- 
trol. These departments and the jobs 
they do are illustrated by the photo- 
graphs reproduced on these pages. At 
Lake Success and Flushing Meadows, 
N. Y., these men and women are testing 
the possibility of world co-operation. 


co-operative and international character of the U.N., the 
staff is, by Charter provision, recruited “on as wide a geo- 
graphical basis as possible.” So far 46 nations are represented. 


THE U.N.’S CIVIL SERVICE AT WORK 
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PERSONNEL management and re- 
cruitment from all nations are among 
the thorniest assignments. To run the 
bureau, Miss Mary Smieton was 
brought from the British civil service. 
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CABINET meetings bring the Secretary-General (at head of table) and assistant 
secretaries into conference every morning. Here all departments adjust their 
mutual problems and the scores of issues, dozens of meetings are fitted into the 
over-all pattern. Nine nations, including the Big Five, the Netherlands, 
Norway, Czechoslovakia and Chile, are represented in this group of directors. 
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—Official U. N. 
CO-ORDINATION is the special mission of Lie’s executive assistant, Andrew 
Cordier of the U.S., who sits with the cabinet (at Lie’s left in top picture). 
Dovetailing of available facilities begins with the scheduling of meetings and 
conferences. It involves everything from travel arrangements to all parts of the 
world to providing interpreters, printers and-other technicians as they are needed. 


30 ¢ WORLD REPORT 


E < instruc: ¢| ATUROMY 


LANGUAGE division, while but one of 
a dozen branches in the Department of 
Conference and General Services, is vital 
to this many-tongued organization. In- 
terpreters who provide simultaneous trans- 
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ADMINISTRATIVE and financial serv- 
ices, headed by John Hutson of the U. S., 
are linked in the department that is 
the concern of this Camel Assembly 
Budget Committee. Simultaneous trans- 





—Keystone 
lations of speeches are the aristocrats of 
this service, headed by George Mathieu 
of France. Translation of documents is 
the biggest job. Even these reception- 
ists must be able to speak all languages. 


—INP 


lation is in use at this meeting. Inter- 


preters are behind glass panels at the left. 


Their listeners wear head phones. The Per- 
sonnel Bureau is the largest element in the 
300-member Administrative Department. 


GENERAL ASSEMBLY matters are the special concern of the Department 


of Conference and General Services. Because of its many-sided interests and 


activities, 1,510 staff members are in this Department under Dr. Adrian Pelt of 
Holland. More than a dozen specialized agencies—food, labor, health, cul- 
tural, scientific, financial—are linked to the U.N. through this Department. 
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—Official U. N. 
LEGAL Department has the immediate job of handling the U. N. law business, 
but its long-range mission is the development and codification of international 
law. It is ut one of many users of this document counter, where texts and 
reports are furnished in five official languages. The Department is headed by 
Ivan Kerno, Czechoslovakia (third from left in photograph at top left). 
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PROTOCOL and pies are intimately associated at Lake Success. The cafeteria 
caters to the tastes of many lands. Precedence, courtesies and social usage are 
not important enough for a separate department, but they play a big role in 
keeping gears meshing without friction. Protocol is an independent section 
in the Secretary-General’s office, headed by Capt. Jehan de Noue of France. 


—Ofiicial U. N. 


SECURITY COUNCIL AFFAIRS Department, headed by Assistant Secre- 
tary Arkady Sobolev of Russia, gets the hottest potatoes. These correspondents 
are taking notes on a quick and unofficial translation of a speech before the 
Security Council by Foreign Minister Molotov of Russia. The Department, though 
small, embraces such subjects as atomic energy, sanctions and strategic areas. 
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ECONOMIC AFFAIRS Department is 
one of the big users of this paper in the 
U.N. reproduction plant. Consumption 
runs to 1,000,000 sheets a day. David 
Owen of Britain, assistant secretary in 
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PUBLIC INFORMATION Depart- 
ment has few other corners as quiet as this 
reference library. Economy-minded critics 
single out this Department, headed by Ben 
Cohen of Chile. Russia holds that radio 
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charge (second from front on right of 


table at top of page 30), explains the De- 
partment’s function is to work out the 
machinery for co-operation among coun- 
tries with differing economic systems. 


—Official U. N. 

Stations and branch offices are not essential 
to the U. N.’s work. The Secretary-General 
argues that intimate knowledge of the 
U.N., spread throughout the world is 
needed to build growing internationalism. 


—Official U.N. 
SOCIAL AFFAIRS Department, to which these U. N. and Navy drivers are 
being assigned, joins the Economic Affairs Department in serving the U. N. Eco- 
nomic and Social Council. Assistant Secretary Henry Laugier of France (second 
from left at top of page 30) believes his Department should “initiate international 
action” and points out that social problems by their nature tend to unite nations. 


—Official U. N. 

TRUSTEESHIP Department, headed by Dr. Victor Hoo of China, gathers and 
distributes information about non-self-governing territories. These messengers, the 
junior members of the U. N.’s staff of many nationalities, carry such memoranda. 
From top experts to such youngsters, the United Nations staff includes all the 
skills and knowledge needed in running a big organization (Budget, $23,790,008). 
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be 1943, an Allied observer of Balkan 
affairs sent his government a confi- 
dential report on Enver Hoxha (pro- 
nounced Hodja), then a political com- 
missar of minor importance in the Al- 
banian underground resisting the Axis 
occupation forces. The report predicted 
Hoxha would become the first Premier 
of liberated Albania. 

The observer pointed out that the 
young partisan had all the necessary 
qualities. He was ambitious for leader- 
ship, was an excellent orator and had 
an impressive personal appearance. He 
was cunning, opportunistic, merciless 
with potential rivals. Above all, he had 
the fanatic zeal of a young Communist 
to raise Albania out of feudalism and 
erase his country’s stigma as the most 
backward in Europe. 

Hoxha, of course, has made good the 
prediction and more. After rising rapidly 
to leadership of the Albanian resistance 
movement, he became Premier of the 
“first democratic Government of Al- 
bania,” in October 1944. At 38, as Pre- 
mier, Commander in Chief, Minister of 
War and Minister of Foreign Affairs, he 
wields even greater power than his pre- 
decessor, King Zog, now exiled in Cairo. 

Hoxha’s use of that power is bringing 
revolutionary changes to Albania and 4 
crop of headaches to the U.S. and Great 
Britain. He is sovietizing the country and 
making it a bristling strong point of Rus- 
sia’s deepest penetration into the Medi- 
terranean area. 

Military men of the Western democ- 

racies are mindful of the fact that AIl- 
bania is a potential Gibraltar dominating 
the entrance to the Adriatic Sea, now an 
Anglo-American lake. They got a hint of 
the possibilities last May, when Albanian 
shore batteries fired on British vessels, 
and again in October, when two British 
destroyers were damaged by mines while 
passing through the strait between the 
Greek island of Corfu and Albania. 
@ Military preparation is the course 
Hoxha is taking to strengthen Russia's 
hand in the Mediterranean and to defend 
Southern Albania against Greek claims. 

Air bases and military roads are being 
built with Russian help. 

The Army is large for the size of the 
country .and has the appearance of an 
organization that expects to fight any 
time. The Army and police together have 
about 75,000 men, one out of every four 
adult males in the country. 

Albanian forces are being supplied in- 
creasingly from Russia and Yugoslavia. 
Infantry weapons and light artillery are 
arriving to replace the equipment cap- 
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HOXHA: Strong Man of Albania > 
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ORATOR HOXHA 
Has talent for bombast 


tured from the Italians and Germans dur- 
ing the war. Albanian soldiers wear uni- 
forms made from Russian Army cloth. 
Officers wear what appear to be Amerti- 
can officers’ uniforms, also imported from 
Russia. 

Albanian soldiers are learning Russian 
methods and tactics from several hun- 
dred Soviet Army officers, now serving 
in the country as instructors. Large num- 
bers of Albanian officers are taking ad- 
vanced training in Russia. 

Coastal defenses are fully manned and 

are being strengthened. Antiaircraft guns 
from Russia guard port areas. The coast 
of Albania resembles an area braced for 
invasion. 
@ Hoxha’s policy looks eastward to 
Russia and now has made Albania a 
member of the Russian system of satel- 
lites. Hoxha makes a point of emphasiz- 
ing Albania’s close tie with -Yugoslavia, 
and his public speeches are studded with 
references to the “sincere friendship of 
the Soviet Union, main defender of the 
small people.” 

In the first days of peace, when a com- 
rade-in-arms spirit still filled the air, 
Hoxha occasionally had friendly things to 
say of the U.S. In recent months, how- 
ever, he increasingly has identified the 
U. S. as a partner with Britain in “the in- 
ternational reaction” that he alleges is 
trying to thwart Albania’s aspirations. He 
bitterly resents U.S. and British reluct- 
ance to recognize his Government and 
their refusal to permit Albania to join in 
big international conferences. He holds 


Britain and the U.S. responsible for the 
original rejection of the Albanian request 
for admission into the United Nations. 

Iron curtain. Hoxha appears to be 
turning his back on the Western de- 
mocracies. His apparent intention is to 
build a wall of secrecy around Albania 
and to screen from Western eyes what 
is going on there. 

In this Hoxha is having considerable 
success. The British are being kept at a 
distance by hostile acts, such as the min- 
ing of the Corfu Channel. British vessels 
must pass through the channel to supply 
a British naval base on Corfu Island. 

The U.S. has withdrawn its informal 
mission to Albania after a series of re- 
strictions and calculated annoyances im- 
posed by the Hoxha Government made 
it impossible for the mission to continue. 

Radio communications were jammed. 
Air communications were interrupted by 
making the procedure for obtaining per- 
mission to land almost hopelessly compli- 
cated. Members of the mission were pro- 
hibited from leaving the town of Tirana 
and were shadowed by police at all times. 
Police were stationed outside the mis- 
sion’s office building. Albanians seen 
leaving the building were detained and 
questioned. This soon had the effect of 
quarantining the Americans completely. 
Albanians became afraid to speak to their 
American acquaintances on the street. 
Two Americans were accused of espio- 
nage and attempted espionage. 

Hoxha virtually has cut off Albania 

from the Western democracies. The only 
transportation link left is a French mili- 
tary plane that carries mail to the French 
mission twice a month. The frontier with 
Greece is closed. The only approaches tc 
Albania now are through Russian-domi- 
nated territory—by road from Yugoslavia 
or by air from Bucharest, Romania. 
@ The man. Hoxha, despite his record 
as a guerrilla leader, is no uncouth moun- 
taineer. He has studied in France and 
Belgium and was, for a time, secretary 
of the Albanian consulate in Brussels. He 
speaks French fluently and reads some 
English. 

The Albanian leader's appearance is a 
prime political asset. He is 6 feet, 3 
inches tall, and has the dignified appear- 
ance and the heavy build of a former 
athlete who lately has eaten a little too 
well. He has an excellent speaking voice 
and a talent for bombastic oratory in the 
style of Mussolini. 

With his days as a mountain fighter 
behind him, Hoxha has become more 
sedentary and more luxury-loving. He is a 
heavy eater and a moderate drinker. He 








often works very late at night and sleeps 
late the next day. He is always at ease 
socially. 

It was as a student in Paris that Hoxha 
first became interested in communism. In 
1931, he lost his fellowship and moved 
to Brussels, where he continued to study 
while supporting himself by working ‘n 
the Albanian consulate. When he re- 
turned to Albania in 1936 to teach school, 
Hoxha was already a confirmed Marxist 
and lost no time in aligning himself with 
leftist groups then plotting opposition 
to King Zog. The King removed him 
from the teaching job in 1937, but Hoxha 
soon was operating a tobacco shop in 


RIME MINISTER of Canada for 20 of 

the last 26 years, William Lyon Mac- 
kenzie King now is facing the complex 
task of successfully charting the course 
of postwar recovery for his country. 

The Liberal Government that King 
heads is to have only a slim majority in 
the House of Commons when Canada’s 
Parliament convenes early next year, and 
it may take all the Prime Minister's po- 
litical skill to get his legislative program 
through. But King and political skill long 
have been synonymous at Ottawa, and 
the Canadian capital expects his touch 
to be as deft as ever. 

@ Compromise has been the keystone 
of King’s success. This faculty has enabled 
him to hold together in the Liberal Party 
diverse groups whose views often con- 
flict on political and economic questions. 

Cautious and deliberate in his ap- 
proach to problems, King once summed 
up his political philosophy in this fashion: 
“The important thing is not what action 
you take to make desirable things happen, 
but the action you take to keep bad ones 
from happening.” 

Despite the seemingly negative char- 
acter of this formula, King has made it 
work with acknowledged success in guid- 
ing Canada through the aftermaths of 
two depressions and World War IL. 
Under it, Canada has known unprece- 
dented expansion economically and has 
become one of the chief architects of 
the British Commonwealth of Nations. 
Hence, many Canadians are inclined to 
believe that there is more to the combina- 
tion of Mackenzie King and his cautious 
methods than meets the eye. 

@ Unspectacular is the only adjective 
that can describe adequately the type 
of leadership that King has given his 
country during his long tenure, yet this 
type of leadership seems to be what Can- 
ada, traditionally conservative, prefers. 

In contrast with the Roosevelts, 
Churchills, Stalins, De Gaulles and 
Peréns of his day, the Prime Minister is 
neither a dynamic nor a forceful figure. 
A bachelor, he lives a sequestered life. 


Tirana as a secret center for the anti- 
Zog conspirators. 

The Italians invaded Albania in 1939. 
In 1941, Hoxha got into serious trouble 
with the police by leading an anti-Italian 
demonstration. He fled to the mountains 
and was condemned to death in absentia. 
From that day until the Axis forces 
evacuated Albania, Hoxha was a fighter 
in the underground movement against 
the occupation forces, and soon became 
the movement’s commander in chief. 

Hoxha unmistakeably has hitched Al- 
bania to the Red Star. His future and 
Albania’s from now on are to be a part 
of the larger Russian strategy. 


MACKENZIE KING: Success by Compromise 


He is taciturn and close-mouthed even 
with intimates. His personality is un- 
exciting and his appearance prosaic. By 
all outward indications, he is conspicu- 
ously lacking in the qualities generally 
associated with leaders of major nations. 
The fact that he often has been called 
colorless does not perturb him. “It’s the 
result that counts,” he comments. 

King’s private life follows a methodical 
pattern. His tastes are scholarly, and he 
rarely entertains. A tireless worker, he 
keeps busy early and late. Despite the 
press of his official duties, he takes time 
to keep up his personal diary, which he 
started 27 years ago. 

This diary figures importantly in King’s 
plans for retirement, for, when he leaves 
public life, he intends to write his 
memoirs, which he believes will be of 
value to Canadian historians of the 
future. When King was returned as Prime 
Minister after the General Election of 
1945, he announced that he would not be 
a candidate again and might even retire 
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CANADIAN PREMIER 
He always gets things done 


before the end of his term. The next 
General Election will be held in 1950, 
provided King’s Government is not over- 
thrown in Commons before then, a 
development that few expect at present. 
@ Government service has been King’s 
life work. In this, he follows a family 
tradition, for one of his grandfathers was 
a leading spirit in the early struggles of 
Canada toward the goal of self-govern- 
ment. 

The Prime Minister was born Dec. 17, 
1874, at Berlin, now Kitchener, Ontario. 
He received an extensive education in 
Canada, the U.S. and Europe. 

In 1898, after making a personal in- 
vestigation of slums in Canadian cities, 
King offered the Government a report 
on the sweatshop conditions he found. 
The disclosures led to remedial action, 
and a year later the Government invited 
King to help organize a federal Depart- 
ment of Labor. He subsequently became 
deputy head of the new department, and 
in that capacity sponsored notable legis- 
lation for dealing with industrial disputes. 

King resigned from his civil service post 
in 1908 to enter politics and was elected 
to Commons. His ability was recognized 
in Liberal ranks from the start, and when 
Sir Wilfrid Laurier died in 1919, King 
was chosen to succeed him as the leader 
of the party. 

The elections of 1921 saw the Liberal 
Party triumphant, and King became 
Prime Minister, an office that he has held 
since, except for one five-year period 
during the depression, when the Conserv- 
atives returned to power. For the elected 
leader of a democracy, such a long tenure 
is almost a record. Only Sir Robert Wal- 
pole, who was Prime Minister of England 
from 1721 to 1742, served longer. 

In international affairs, King has moved 
from the isolationism that Canada shared 
with the U.S. in the prewar era to be- 
come a strong advocate of world co- 
operation. Canada now is firmly behind 
the concept of the United Nations. 

@ King’s successor as Liberal chieftain 
is a subject of concern among members 
of the party, the more so because the 
Prime Minister has not indicated the man 
he wants to be his political heir. Thev 
know that in King they have a head of 
government of the type Canada prefers. 

Meanwhile, Canadian voters also are 
wondering what the situation will be. 
King has been with them so long that his 
passing would mean the end of a major 
era. They realize that he is far from a 
flashy or exciting leader, but he has al- 
ways managed to get things done. As one 
opponent of his Liberal Party phrased it 
earlier this year: “If you had a salesman 
who had no personality but he brought 
in the orders, you'd keep him. I think we 
ought to keep the old son of a gun.” 

So it would seem that, on the basis of 
performance, William Lyon Mackenzie 
King still wears well with Canada’s 
electorate. 
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Life Around the World 


Village on mountainside provides close-up 


of how Italy struggles with overpopulation 


MIAZZINA 

H™: in the tiny village of Miazzina 

clinging to the mountainside above 

lake Maggiore, you get a close-up of how 

Itaiy struggles to beat its overwhelming 
problem of surplus man power. 

Like all the other villages in this area 
of Northern Italy, Miazzina depends on 
emigration for its economy, and the story 
of life in Miazzina is the story of life 
for thousands of Italians who go to other 
countries to make a living for their 
families. Italy has 3,000,000 unem- 
ployed, an accumulation of prospective 
emigrants that was dammed up during 
the war years, and a high birth rate. They 
have to go somewhere. 

Every spring, most of Miazzina’s men 
take off for Switzerland or France where 
they get jobs as masons or lumberjacks. 
They send their pay home 
every month and return 
when autumn comes. Only 
the shoemaker, the barber 
and a few essential craftsmen 
stay behind in the village. 

The people live exactly as 
their grandfathers before 
them. Their houses are 
crudely built of rough stone. 
Huddled together under 
gray slate roofs, they are 
separated by bumpy cobble 
streets which run indiscrimi- 
nately all over the village. 
Each house has a balcony, 
chalet style, covered with vines and 
flowers. 

Miazzina is divided into two parts, 
Luogo Dentro (“This Place”) and Luogo 
La (“That Place”). Shortly after Milan 
was struck by the plague, about 1600, 
new houses began to spring up on the 
fringes of “This Place”, built by valley 
people fleeing the plague. Almost imme- 
diately, the old residents began referring 
to the new community as “That Place.” 
The name stuck. 

The peasants of “This Place” consider 
that those of “That Place” are very 
modern and generally disapprove of their 
ways, but there is no real friction between 
them. The houses are just as precariously 
perched in “That Place” as they are in 
“This Place.” The peasants look exactly 
the same. The men are tough and stocky. 
They all wear the same kind of clothes, 
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eat the same things and do the same 
type of work. 

Women do most of the hard labor. 
They are the ones who carry the hay 
and haul the wood, work in the fields 
and tend the animals. 

When a man returns from abroad, he 
arrives at Intra down in the valley. From 
there, he telephones his wife. (There 
used to be only one telephone, in the 
post office, but since the influx of tourists 
there is now one in each of the two inns. ) 
The wife then walks the five miles down 
the hill with a large basket strapped to 
her back. The greeting is perfunctory. 
The husband loads his baggage onto his 
wife’s back, sometimes even throwing on 
his jacket for good measure. 

And so they return home. The hus- 
band walking ahead in his shirt sleeves. 
The wife perspiring behind 
him under the load. Of 
course, there are always 
some men, especially those 
from “That Place” who even 
go so far as to take the bus 
up the mountain. But this 
is not the usual practice. 

The bus is a daily courier 
between Miazzina and Intra. 
It takes up the entire road 
and crawls along at a snail’s 
pace. Often an unsuspecting 
Milanese will have driven 
his car almost to the bottom 
of the hill, only to have to 
back it up the entire way to Miazzina in 
order to let the bus pass. On week ends, 
when cousins and aunts from the valley 
come up to visit the family in Miazzina, 
the bus is loaded to capacity. Men, 
women and children, carrying every- 
thing from a suitcase to a lamb or a goose, 
huddle together on the roof. 

The bus also brings up most of the 
village’s food. The earth is 
not rich in this area and the 
people are dependent on the 
valley for their supplies. 
Some of the houses have 
small vegetable gardens but 
most of the homes are only 
self-sufficient in milk and 
butter. 

The cows, sheep and goats 
are kept in little huts of grey 
stone in the hills behind 











Miazzina. Every morning, the women go 
out and milk. Later in the day, either 
grandfather or a small child goes up and 
guards the animals while they graze. 

During the last few months of the war, 
many of the animals were stolen by the 
Partisans who were fighting in the hills. 
The people of Miazzina do not approve 
of the Partisans. They say that they de- 
stroyed houses and barns for no appre- 
ciable reason except vandalism, and gen- 
erally behaved like bandits toward their 
own people. The Partisans in this area 
were all Communists, with the result that 
Miazzina is now violently Christian Dem- 
ocratic politically. 

A stranger seeking a drink in Miazzina 
runs into difficulties. A barroom is simply 
the kitchen of a house where a family 
decides to serve drinks. These are the 
only places where strangers are welcome, 
for residents do not like to entertain 
foreigners in their homes. A foreigner, 
in the eyes of Miazzina villagers, is some- 
body who comes from anywhere further 
away than the immediate valley. Inside, 
the private houses are so dark that it 
would seem impossible for a person to 
find his way around. The entrance like- 
wise is hard to locate. That is because it 
is a rough door resembling the one on the 
adjacent stable. 

The houses with bars are hard to find, 
too, because they look no different from 
other houses. Once inside, though, one 
finds the atmosphere thoroughly friendly. : 

There is a wonderful spirit of camara- 
derie in Miazzina. When a man has to 
build a house or a barn, he 
calls in his friend the mason 
and his friend the carpenter. 
Together they build the 
house. There is no charge. 
When those who helped him 
have to have something 
done, he pays his debt by 
helping them. 

Everybody feels like that 
in Miazzina. As a result, the 
villagers are having the 








greatest difficulty in understanding what 
is going on in Rome. I asked one man 
what he thought of the Government. 
There happened to be a silence in the 
room at the time so everyone heard my 
question. There was a spontaneous roar 
of scornful laughter. Then everyone talked 
at once. What Government? If there was 
a government, they hadn't heard of it. 
Was it a government when all the min- 
isters did nothing but yell at each other? 

The occupants of the room felt that, 
since they could get along so well among 
themselves, the different heads of the 
parties should be able to do the same. 
One 20-year-old voiced the general 
opinion: “Here in Miazzina we have two 
villages, This Place and That Place. We 
have 17 Socialists and 20 Uomo-Qualun- 


quists, the rest are Christian Democrats. 
We all get along fine. Why can’t they do 
the same in Rome and in Paris?” 

Miazzina survived the war fairly well 
in spite of the Partisans, but now, like 
everywhere else in Italy, high prices are 
beginning to tax the patience of the 
people. Many of the peasants have taken 
to smuggling goods out of Switzerland 
across the mountains. 

The people disapprove of all this but 
say nothing because they doubt that a 
poor man can live on honest work in Italy 
today. They all feel that the real tragedy 
in Italy is the fact that, while party heads 
squabble in Rome, the average man is 
losing his grip on his morals. Faced with 
starvation, he does not quibble over what 
is right or wrong. J. W. M. 


Penang, the home of Chinese millionaires, 


is popular vacation spot of Southeast Asia 


PENANG 

LL cities in the Far East acquire a 
A reputation for something. Penang, a 
clean and prosperous port city just up the 
Malay Peninsula from Singapore, is best 
known as the home of Chinese laborers 
who became millionaires. 

The British originally brought the 
Chinese here as coolie laborers for their 
rubber plantations and tin mines. Now 
the thrifty and industrious Chinese own 
many plantations and mines and, in addi- 
tion, are Malaya’s leading merchants. 

No one seems to know how many 
wealthy Chinese reside here today. How- 
ever, the elaborate estates with well- 
kept grounds and outdoor swimming 
pools that you see as you wander around 
the city invariably turn out to be the 
property of a Chinese mining magnate, 
plantation owner or merchant prince. 

Many of the Chinese fled to the in- 
terior of Malaya during the Japanese oc- 
cupation, but they are back in their 
homes now. In addition, other Chinese 
have moved here for safety. Law and 
order has broken down in many parts of 
Malaya and rich Chinese are the main 
victims of roving gangs of bandits. In 
Penang, the Chinese get police and mili- 
tary protection and are freed of the wor- 
ries of kidnaping threats to themselves 
and members of their families. 

Though less well known than Singa- 
pore, Penang has played an important 
part in British colonial history in this part 
of the world and boasts the oldest Eng- 
lish-language newspaper east of Suez. 

Today the harbor is crowded once 
again with shipping. Exports are climb- 
ing each month and prewar figures are 
expected to be reached early next year. 
Crude rubber is the majn export, and 
Singapore is the only port in South- 
east Asia which ships more potential auto- 
mobile tires than Penang. 


Penang’s shopping district is operated 
chiefly by Chinese and Indians. Shops are 
numerous and well stocked since the 
ships that come for rubber bring in the 
world’s goods. Prices are still high, but 
the merchandise is better than that ob- 
tainable elewhere in the Far East. Prewar 
silks from China, excellent handicraft 
products, and beautiful gems are on sale 
at lower prices than in Singapore, where 
large military occupation forces have 
gobbled up all the good things. 

Fruits and vegetables are plentiful, but 
Penang has a rice shortage and that’s the 
populace’s major complaint. Rationed rice 
costs only 2 cents a pound, but the dailv 
ration of 4 ounces for adults and 2 ounces 
for children is insufficient. On the black 
market, rice is 50 cents a pound. Sugar 
is virtually unobtainable, except on the 
black market, where it brings $1.25 a 
pound. | 

Penang was one of the first cities oc- 
cupied by the Japanese when they swept 
through Southeast Asia in the early days 
of the war, but it has few scars of war or 
occupation. Allied bombers did more 
damage than the Japanese. The city’s tin 
smelter—one of the two in all the Far 
East—was a military objective that at- 
tracted even American Superforts. They 
hit the smelter, but they also erased a 
few of Penang’s landmarks. 

Life is brightened here by a small but 
steady stream of new faces. It’s one of the 
best and most popular vacation spots in 
Southeast Asia and Europeans and Chi- 
nese, seeking a break in the monotony of 
life in the hinterlands or sweltering Sin- 
gapore, make periodic visits. 

And for Americans and Europeans, 
who think they have to have hot water 
for bathing and shaving, Penang has a 
unique attraction—the Penang & Oriental 
Hotel with hot running water in every 
room. | F. H. 





> WHAT STRANGE 
POWERS 
Did The Ancients Possess? 


RE was the source of knowledge 
that made it possible for the ancients 
saat to perform miracles? These wise men of the 

=J past knew the mysteries of life and personal 
power. This wisdom is not lost —it is with- 
held from the masses. It is offered freely 
TO YOU, if you have an open mind. Write 
for free sealed book. Address: Scribe W.K.L. 
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The gift which never before 
has been available for 
Christmas giving 


Christmas is a time for shar- 
ing good things. 


And one of the “good things” 
you have discovered this year 
is WORLD REPORT—with 
its clear unbiased analysis of 
what’s going on in the world, 
and its helpful, time-saving 
pointing-up of how it all will 
affect us here at home. 


What better way of giving 
expression to the spirit of 
Christmas than sharing this 
“good thing” with your friends 
and business associates by giv- 
ing them a year’s subscription 
for a Christmas present. 


CHRISTMAS RATES 


One Year Subscription.................. $4 
Additional Subscriptions, each......$3 


These rates are for the U. S., ‘its posses- 
sions, Central and South América. Add 
$1 for Canada and other countries. 


Send to: 
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< 


Address 





Gift card: from 





Send to: 





Address 





Gift card: from 





Donor’s Nome: 





Address 





City & State 





List additional gifts on separate sheet. 
Your gifts will be announced by an attractive 
gift card. 
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DEMOCRACIES SEEKING FORMULA 








FOR CUTTING DOWN STRIKE LOSSES 


Economic costs of industrial strife 
force governments to experiment 


with methods of controlling unions 


The ability of governments to cut 
down economic fosses caused by strikes 
is being tested throughout the world. 

Since the war, man-hours lost in 
Western Europe are generally below pre- 
war levels, but the strain on postwar 
economy is far reaching. In the U.S., 
Japan and other countries more workers 
have stayed away from jobs for longer 
periods this year than ever before. 

At the heart of the problem lies 
the question of the extent of government 
control over labor unions and the in- 
fluence of organized labor on govern- 
ments, 

Governments, labor leaders and em- 
ployers in different countries are exchang- 
ing information on industrial relations 
with a common interest in industrial 
peace. What they are finding in the field 
of union regulation is this: 

@ Government control of unions is com- 
plete over a large portion of the globe. 


4 


LABOR: SWEDEN ... 





Nationalist China was born with the 
help of labor unions. Organized workers 
fought war lords in 1927 and led the 
underground fight against Japanese in- 
vaders. But Communist control of unions 
led the Nationalist Government to pass 
legislation in 1943 which makes all 
save government unions illegal. Strikes 
are prohibited. Workers discontented 
with their jobs may go to another em- 
ployer, but such migrations are not en- 
couraged. 

Franco Spain tolerates only Govern- 
ment unions, as does _ neighboring 
Portugal. Underground organization of 
workers is growing despite police action. 

Soviet Russia does not permit strikes. 
Russian unions, controlled by Com- 
munists, permit no competition for the 
workers’ allegiance. 

Strikes breaking through controls 
such as these are rare, usually short 
lived. Industrial strife is a democratic 
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problem. The means of meeting it by 
democratic methods involve law, bar- 
gaining and politics. 

@ Legal limitations to labor’s power 
have been set and upset since the middle 
of the last century. Legislation survives 
under democratic governments in these 
fields: 

Union monopoly on the right to repre- 
sent workers—the “closed shop”—is limited 
by law in some countries. 

France has-written into its new Con- 
stitution a guarantee of the freedom of 
workers to join any union they please or 
no union at all without risking their jobs. 

In the United States, the voters of 
three States last month approved con- 
stitutional amendments banning the 
“closed shop.” A total of 11 States now 
enforce “open-shop” or similar laws 
passed since 1943. 

Britain’s general strike of 1926 led to a 
Trades Disputes and Trade Unions Act 
prohibiting public authorities from mak- 
ing union membership a condition of 
employment. Repeal of this Act last April 
opened the way for unions to demand 
“closed shops” in government-operated 
services. 

Suits against unions for restraint of 
trade or for civil or criminal conspiracy in 
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Law, bargaining and politics are democratic methods of meeting industrial strife 
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connection with their activities in indus- 
trial disputes are banned in Britain and 
in most European countries. Courts re- 
main open to action against union lead- 
ers for individual wrongdoing. 

Compulsory arbitration is chief among 
the legal limitations to labor’s power. 
Most countries back up voluntary ma- 
chinery for settling disputes with some 
form of settlement made legally binding 
on all parties. 

New Zealand and Australia rely mainly 
on compulsory arbitration. Since 1894, 
all disputes in New Zealand have gone to 
courts on which labor, management and 
government are equally represented. Ten 
years later, Australia established courts 
with lawyers as judges. In both instances, 
unions supported the creation of the 
courts whose decisions are binding on 
all parties. Penalties are applied sparingly. 
In 1944, a New Zealand court assessed a 
$20 fine on each of 32 striking workers in 
packinghouses. , 

Wartime provisions for compulsory 
arbitration in Britain are to last for an- 
other four years by agreement between 
unions and employers. The French Gov- 
ernment, which retains wartime powers 
to fix wages and prices, has machinery 
for compulsory arbitration on its law 
books. 

Emergency laws are giving real au- 
thority to voluntary machinery in some 
countries. Denmark has no compulsory 
arbitration. But last spring, when a 
strike of meat packers threatened Danish 
exports and unskilled laborers left jobs 
in many industries to seek pay rises, the 
Danish Parliament turned Government 
proposals for compromise into law. 

@ Bargaining alone is the Swedish 
formula for checking strikes. Compulsory 
arbitration is unknown in Sweden. 
Strong unions have a membership of 
close to 100 per cent of the nation’s 
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The success or failure of labor governments in economic planning depends on industrial peace 
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WORKERS OF RUSSIA... 





... AND CHINA 


Their unions are under government control 


workers, A strong association of em- 
ployers does all the bargaining for its 
members, financing the job with an an- 
nual assessment of $5 for each man 
and $2.50 for each woman employed. 
Workers and employers alike are eager 
to avoid compulsory arbitration. 

More than 40 years of bargaining ex- 
perience lie behind the statistical trend 
toward industrial peace in Sweden. From 
1920 to 1928, 72 per cent of all w.ge 
disputes were settled without strikes; 
since then, peaceful settlement has in- 
creased to 87 per cent. 

@ Political checks to labor’s use of the 
strike weapon are arising on all sides. In 
Scandinavia, Britain, France, New Zea- 
land, Australia and other countries the 
reduction of man-hour losses through 
strikes may be attributed in considerable 
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part to the fact that labor shares the re- 
sponsibilities of the parties it helped put 
into office. The success or failure of these 
governments in economic planning may 
depend on industrial peace. 

At the bottom of the movement to limit 
strikes lie economic factors. Japanese 
unions, striving to overthrow a conserva- 
tive Cabinet by strikes, are hampered by 
the workers’ need for pay to buy food. 
In other countries, governments them- 
selves are faced with considerations of 
national economy in dealing with strikes 
arising out of deadlocks between labor 
and management. Government, the third 
party to such disputes, now is engaged in 
testing different methods, each calculated 
to reduce the number and the duration 
of labor-management conflicts which in- 
terrupt production in essential industries. 
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ALUMINUM’S LOW COST — 


WINS NEW MARKETS 


Rising price of copper and zinc 
opens fresh fields to light metal in 
housing, autos and electrical goods 


With the prices of copper and 
zinc high and going higher, aluminum, 
which is holding steady, is finding a 
chance to capture new markets through- 
out the world. 

The shift in price relationships 
among the nonferrous metals is espe- 
cially significant to Europe, which des- 
perately needs materials for reconstruc- 
tion. Aluminum is cheap and relatively 
plentiful in most of Europe. French out- 
put of the metal is larger than it was 
before the war. On the other hand, West- 
ern Europe has virtually no copper or 
zinc of its own and can ill afford to im- 
port at today’s prices. 

Aluminum also is coming into new 
prominence in the U. S. For the first time 
since 1929, it costs less in the U.S. than 
copper, and the difference is getting big- 
ger, not smaller. 

@ New uses for aluminum are to be 
found in the manufacture of many things 
now made of other nonferrous metals. 

The electrical industry, traditionally 
the biggest user of copper, is finding that 
aluminum will do as well for many pur- 
poses. As a conductor of electricity it is 
almost as satisfactory as copper. It is 
easily drawn into wire. Aluminum is 
coming into use both in the U. S. and in 
Europe for long-distance transmission 
lines. 

For a time the use of aluminum in 
transmission lines was limited to warm 
climates. Aluminum cables are thicker 
than copper ones and therefore offer 
more area for the accumulation of ice. 
This difficulty is being overcome by 
strengthening the aluminum cable with 
an iron core. 

A development is the use of aluminum 
wiring for homes, which is expected to 
ease the predicament of builders who 
can’t get copper. 

Housing innovations are providing 
other new uses for aluminum. A pre- 
fabricated house of the metal is to go into 
production soon, and two other models 


40 ¢ WORLD REPORT 


have been designed. Britain is using large 
quantities of scrap aluminum in its hous- 
ing program. 

Aluminum is being used more and 
more instead of galvanized iron for cor- 
rugated roofing. Corrugated sheets of 
aluminum are more expensive but they 





How Prices Compare 
Copper Vs. Aluminum 





Per Pound 








Since July 
1946 


Copyright, 1946, by World Report 





require no paint or other maintenance 
and last a lifetime. 

Innumerable other items formerly 
made of copper or brass may be made of 
aluminum in the future if the metal 
continues to hold its present price advan- 
tage. One of the largest manufacturers 
of locks in the U.S. recently switched 
from brass to aluminum for keys. 

The auto industry may substitute 
aluminum for scarce zinc in die castings. 
A modern automobile uses from 50 to 
100 die castings which sometimes add 
up to as much as 100 pounds. Door 
handles, radiator grilles, robe rails, radia- 
tor ornaments traditionally have been die 
cast in zinc alloy. As the cost of zinc 
goes up, aluminum is invading the field 
increasingly. 

A development that promises still other 
uses for aluminum in die castings is the 
discovery of a process for impregnating 
the metal with color. Parts treated in this 
way need not be chromium-plated or 
painted, and, of course, the color will 
never wear off. 

@ A price advantage is the main rea- 
son aluminum is offering increased com- 
petition to other nonferrous metals. As 
shown in the accompanying chart, cop- 
per prices have gone up sharply this 
year and may go higher still. Aluminum 
prices, on the other hand, are holding 
firm. 

During the war, the U.S. Govern- 

ment, by a system of public purchases, 
subsidies and price control, held the price 
of copper steady at 11% cents a pound, 
although some rises have been permitted 
since V-J Day. The last of such controls 
was lifted in November and the price 
went up to its present high level. 
@ Expanded capacity for production of 
aluminum in the U.S. and Canada 
eventually is to be a spur to increased 
consumption. The U.S. tripled its ca- 
pacity during the war and Canada 
boosted its output 10 times. 

Despite the increase in production 
capacity, there is a temporary shortage 
of aluminum. Inability to get enough 
soda ash for converting bauxite into 
alumina is retarding output in the U. S., 
which is dickering for a loan of 400,- 
000,000 pounds of aluminum from Can- 
ada. U.S. producers say they must have 
that much from Canada in order to 
meet the requirements of the housing 
program. The halt of German production 
has put a big hole in European supply. 

Aluminum is replacing other metals in 
many products because the other metals 
are scarce. The question is whether 
aluminum will be able to retain its fav- 
ored position when its competitors come 
back into normal supply. 








—_— 











’ 
| | | ! | F ; ’ 
~ ; | 
* : 
* | 
— , | 
. : 
’ Zz . | ) 
| | , . . . 
#.% : 
a ; A . ’ 
. : | : | 
e ee 
* 
: ) | - td . * - 
-* ss | 
: ; | 
. | | 
‘ 
| 
ae ) ; 
‘ a 
3 . es . ¥ ” = - . 
. . | 7 | 
ATS 
; . 
7 . 
, . - 
. | 
{ : | 
. | 
a 
; : 
5) : 
’ 
‘ 
4 
. j 
$ 
« | | 
* 
: 
. | | 
£ . 
. 
- ‘ | 
>] ? 
> 2 7 : 
i] , “ 5 : 
<7 | : 
r i 7 , 
. . = a 
> . | 
2 | 
. ; 
’ 
. % 
. . | | | 
: . 








. 
« 
“ 
. 
‘ 
< et 
' 


y 





27/7 \ Sh RN 


‘) 
—_—_—_— 








Commerce and Industr 
«4 Reg. Appd. for U.S. Pat. 7 / OG 


— = J A he 
i 


o 2 if Bienes a 








> 


For World Report 
Issue of December 3, 1946 
Volume 1, No. 29 


Coal troubles in the U.S. cast an international shadow..... 

Europe particularly is to be hard hit. 

Shipments of U.S. coal to Europe in November went into another tailspin. 

Shipping strikes in September and October cut coal shipments from American 
ports to only half of what had been allocated to Europe. 

Cumulative effect of these small exports will tell on a Europe entering the 
winter period of high consumption and producing only two thirds as much as pre- 
war. Italy, Scandinavia, Portugal will feel low imports from the U.S. most. 














Compounding the difficulties is this additional factor: 

Coal exports from the Ruhr are to be cut one third for the next four months. 

This unexpected blow falls hardest on neighboring countries to the west. 

France now must cut electricity use and probably steel production, also. 

Belgium is better off, but faces fonced Slowdowns in heavy industry. 

Holland, producing only half as much coal as before the war, was looking to 
German and U.S. coal to pull her through. 

Scandinavia, almost wholly dependent on imports of coal, now will need more 
from Poland. But Russia leaves little Polish coal available for export elsewhere. 

Italy, in the worst fix of all, is relying heavily on UNRRA coal from U.S. 
mines. Stoppage of coal imports will leave Italian industry prostrate. 

Britain, formerly a heavy exporter, is thinking about "carrying coals to 
Newcastle" from South Africa. British production now barely matches domestic 
consumption. The coal lack is already evident in electricity cutoffs. British 
industries are operating on a hand-to-mouth basis as far as coal is concerned. 

This winter looms menacingly in Europe. Coal Shortages will hold back indus-= 
trial recovery everywhere, may even undermine it. For further details, see page 8. 


























The coal crisis is likely to have further repercussions: 

France, hard hit by the cut in German exports, now will oppose even more 
bitterly the British-U.S. policy for rejuvenating Western Germany. 

Part of the reason for the cut in German exports of coal is the desire to 
build up industrial production in the British zone. 

Holland and Belgium now are likely to give support to French views. 

The British and Americans, who want to put Western Germany on a self-sus- 
taining basis, still have the edge. But concessions may have to be made in coal. 














Russia is planning to spread her trade influence in Scandinavia..... 








(over) 





WORLD COMMERCE AND INDUSTRY-- (Continued) 


Trade agreements are to be sought with Norway and Finland. 

Add to these the present agreements with Sweden and Denmark. 

The agreement with Sweden is really an attempt to tie her economy to Russia's. 

The Danish negotiation started out as an attempt to take over Britain's 
place in Denmark's dairy trade, but Russia ended up second best to Britain. 

Whether Norway can be weaned from Britain by Russia is a question. Likely 
outcome of negotiations iS some extension of present barter deals on fish and 
fish oils, agreeable to both countries and also to Britain. 

Finnish negotiations will be largely a formality. Reparations now give Rus- 
Sia most of what she wants from Finland. But she wants to sew Finland up tight. 

Washington watches closely Russia's attempts to blanket Northern Europe 
with trade pacts; remembers, too, overtures by Russia to Iceland. 




















While Russia moves to extend her orbit of trade, the U.S. busily is pushing 
her own policy for world trade. 

The trade agreement with Czechoslovakia is the latest ina series intended 
by the U.S. to stop the postwar tendency, particularly in Europe, toward bilateral 
agreements and to gain acceptance for U.S. principles of multilateral trade. 

The Czechs now promise to abstain from new moves not in accord with U.S. 
plans for nondiscriminatory trade. 

This is the ninth agreement of this general sort negotiated by the U.S. 

Best known are those with Britain and France; the others are with Belgium, 
Greece, Poland, Turkey, Australia and New Zealand. 

The first penetration of this sort in Eastern Europe, with Poland, produced 
fireworks and misSunderstandings at first. 

The Czechs show good-will, despite recent happenings, by signing this agree- 
ment. They apparently gain little and may incur the displeasure of Russia. The 
Russian-Czech agreement, expiring next April, presumably cannot now be renewed. 

The U.S. will seek to freeze out bilateral agreements elsewhere by this 
method. Scandinavia, Italy, Hungary and Brazil are likely prospects. 

Immediate importance of the Czech agreement to American businessmen lies in 
the nationalization clause. Negotiations will be started at once to determine 
compensation for properties nationalized by the Czech Government. 


























Britain's decision to set up a Government monopoly in cocoa has broad im- 
plications which should not be overlooked. 





Price stabilization is the chief aim of the cocoa scheme. Native growers 
in West Africa will be shielded from price fluctuations, will get a set price 
each season. A Government organization will sell their cocoa in the world mar- 
ket, sometimes making a profit above its buying price, sometimes taking a loss. 

Bulk buying of the British (wheat in Canada, dairy products in New Zealand, 
meat in Australia) has the same aim of price stability over long periods. 

The British, by these methods, are hoping to get away from the ups and downs. 

But the U.S. prefers competitive prices; objects to bulk buying; wants gov- 
ernment monopolies to operate on a commercial basis. 

While the U.S. argues in London for these things, Britain acts in her own 
way, always with promises that any arrangements now made will be altered later, 
if necessary, to jibe with international agreements on trade practices. 

Britain is attuning her plans to a world of controls, although she does not 
turn her back on a world of freer trade if that is possible to arrange. 
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DISPOSITION OF ALLIED TROOPS 


Molotov proposes an accounting of all those in other lands 


(Text of Russian Foreign Minister Vyacheslav M. 
Molotov’s speech on Allied troops abroad before the Po- 
litical and Security Committee of the U. N. General As- 
sembly on Nov. 20, 1946.) 


HE QUESTION of the presence of United Nations forces in 

the territories of nonenemy states possesses great political 
importance. It has been widely commented upon in the United 
Nations organization. There has been even more comment on 
this subject in the press. 

At the time when the war was on, it was inevitable that Al- 
lied troops should enter the territories of other friendly states. 
This is particularly true of the troops of such countries as 
the United States, Great Britain and the Soviet Union. We 
know that Allied troops accomplished a great mission in 
liberating those nations which, in the course of the war, had 
fallen under the heel of Hitlerism and its allies. Who can 
forget the enthusiasm with which American and British 
troops were welcomed at the time in France and Belgium, 
for instance, and Soviet troops in Poland, Yugoslavia and 
Czechoslovakia? 

In certain cases, Allied troops had to enter the territories 
of United Nations even prior to enemy invasion as a pre- 
ventive measure. The services of the great democratic powers 
and of other Allied countries in this struggle are indispu- 
table and, in particular, their services in the restoration 
of liberty and independence to those friendly countries 
whose own forces were insufficient to defeat the invading 
Fascist troops. 

However, the war has been over for a long time. The tasks 
facing the armed forces of the United Nations have been 
completely fulfilled. One might have thought that, because of 
this, Allied troops would have been recalled home. In any 
case, the reasons for which they had entered the territories 
of other states have disappeared. 


ad 


Nevertheless, in some cases the troops of Allied states still 
remain in foreign countries and serve as an instrument for 
foreign interference in internal affairs of these countries and 
bring pressure to bear on relations among states. Furthermore, 
certain powers have set up a widespread network of air and 
naval bases far beyond their frontiers. 

There is no need for me to say that the presence of Allied 
troops in foreign territories many months after the end of 
war cannot fail to arouse the natural uneasiness of the 
friendly peoples of those countries where foreign troops still 
remain. One cannot fail to take into account the fact that 
world public opinion interested in the establishment of a 
stable peace and universal security is displaying marked 
concern for the situation that has arisen. This, naturally, is 
not applicable to the territories of former enemy states insofar 
as there are serious grounds for the presence of Allied troops 
in such territories. 

It is generally known that, in certain cases, considerable 
Allied armed forces are to be found in the territories of 
former enemy states. Nevertheless, the presence of Allied 
forces in Germany and Japan, for instance, arouses no mis- 
givings in anyone's mind. 

The presence of Allied troops in these territories which 
had been greatly contaminated with fascism and militarism 
is essential for the purpose of accomplishing the important 
tasks of demilitarization and democratization placed on the 
Allies, which tasks correspond to the interests of universal 
peace and security. It is equally clear that Allied troops 
remain on territories of other former enemy states insofar as 
the armistice terms are still in force but only until the con- 
clusion of peace treaties. 

All this is not applicable to those states which belonged 
to the Allied camp. In regard to these states, the presence of 
foreign troops can no longer be justified now, except for such 
cases as the maintenance of communications with former 
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FOREIGN MINISTER MOLOTOV 


* . . withdrawal of Soviet troops from China began as early as the end of last year and was completed by May 3.” 
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enemy states and, even so, only for the period of occupation 
of these enemy countries. 

Such are the views of the Soviet Government. And in 
accordance with this, the Soviet Government has already 
drawn practical conclusions. 

In the course of the war, Soviet troops entered the terri- 
tories of Yugoslavia, Czechoslovakia and Norway, for instance. 
However, immediately after the end of the war measures 
were taken for the withdrawal of Soviet troops from these 
territories. As early as last autumn, the troops were withdrawn 
from these countries and announcements to this effect were 
published. 

Toward the end of war against Germany, Soviet troops had 
also been obliged to land on the Island of Bornholm, belonging 
to Denmark. In April last, the evacuation of Soviet troops from 
this island, too, was completed. 

We all remember that last autumn Soviet troops began 
operations against Japan and routed the Japanese forces in 
Manchuria. As you know from published official reports, the 
withdrawal of Soviet troops from China began as early as 
the end of last year and was completed by May 3. 

Following Germany's attack on the U.S.S.R., Soviet 
troops, on the one hand, and British troops, on the other, had 
to enter the territory of Iran in order to safeguard Allied 
communications, which were important in time of war. At 
the beginning of the year, a great deal of commotion was 
raised about the question of presence in Iranian territory of 
the Soviet troops that still remained there. But, as we know, 
the evacuation of Soviet troops from Iran was also fully com- 
pleted by the beginning of last May. 

Some Soviet military units are stationed at present in the 
territory of Poland for the protection of lines of communication 
to Germany. This situation has not given rise to any misunder- 
standing in relations of the Soviet Union with Poland and has, 
of course, been fully understood by our other Allies. 

Lastly, there are Soviet military contingents in North Korea. 
Their presence there is provided for by a definite agreement 
between the U.S.S.R. and the Allied powers. Accordingly, 
this case cannot be a cause for misunderstandings. 

The situation that has arisen with regard to American and 
British troops in the territory of certain members of the United 
Nations is different. As we know, there are armed forces 
of the United States of America and Great Britain in the 
territory of a number of states, members of the United 
Nations, where they appeared during the war, but where 
they still remain now after a long time has passed since 
the end of the war. 

Among these states are both countries of Europe and states 

of South America, both countries in Africa and states in Asia. 
It is enough to say that armed forces of the United States of 
America and Great Britain, including air and naval bases, are 
still to be found in all parts of the globe, including various 
territories of the Pacific, Atlantic and Indian oceans. 
« Moreover, there has recently been much talk about the 
interest displayed by the leaders of the armed forces in cer- 
tain countries to such remote areas as the Arctic. It is obvious 
that the whole picture—which can convey a comprehensive 
idea of the whole problem—can only be presented to us by 
the representatives of the United States and Great Britain 
themselves. 

There is no need for me at present to dwell at length on 
the political aspect of the whole problem under discussion. I 
hope that this question is, in the main, sufficiently clear to 
the representatives of the states present here. 

After the above-said, I should like to remind you that al 
ready in August the Soviet Government proposed that the 
member states of the United Nations submit to the Security 
Council data regarding their armed forces located in other 
territories of the United Nations. It was proposed that the 
governments submit the following data: 

Firstly, information indicating at what points of the terri- 
tory of members of the United Nations and other friendly 
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states and in what number are «:med forces of other merh- 
bers of the United Nations. 

Secondly, information indicating at what points in the 
above-mentioned territories are air and naval bases and what 
is the size of their garrisons belonging to the armed forces of 
other states members of the United Nations organization. 

Let alone political considerations, this information is nec- 
essary to the Security Council and Military Staff Committee, 
who are now studying the problem of armed forces to be 
placed by the United Nations at the disposal of the Security 
Council in the interests of safeguarding universal peace under 
Article 43 of the Charter. And the Soviet Government has, for 
its part, expressed its readiness to submit this information to 
the Security Council. 

You also know that in the General Assembly Mr. Austin has 
stated the views of the United States of America on this 
subject. Mr. Austin did not object to the proposal of the 
Soviet Union, but he widened the problem by suggesting that 
information be submitted regarding all mobilized armed forces 
both abroad and at home. Thus, he indicated the necessity to 
submit information with regard to Allied troops in the terri- 
tories of the former enemy states as well. 

The Soviet Government is willing to meet these proposals 
and hopes to reach agreement on this question both with the 
Government of the United States and other governments. 

Above all, the Soviet Government expresses its agreement 
that all states should submit full information with regard to 
their armed forces stationed abroad, as suggested by the 
American Government. Thus, both the Soviet and American 
governments agree to submit information regarding the armed 
forces stationed in the territories of friendly states, as well as 
regarding the armed forces present in the territories of former 
enemy states. By including this latter addition, we could get a 
combined Soviet-American proposal which would cover the 
whole problem of armed forces abroad. 

When it receives this information, the Security Council will 
be able to have a complete picture of the armed forces of indi- 
vidual states stationed beyond their confines. This information 
will be of great value to the Security Council and the Military 
Staff Committee, which is now studying the problem of armed 
forces required by the United Nations organization for the 
maintenance of international peace and security. 

As to the armed forces of the United Nations stationed 
within each country, this question, too, must receive its solu- 
tion. It is true that this question has no direct relevancy to the 
proposal under discussion now. However, we all have deemed 
it essential to discuss also the problem of general reduction 
of armaments. This means that, once we have adopted such 
a decision, we shall have to deal with the question of armed 
forces as a whole. 

Naturally, the examination of the problem of general 
reduction of armaments is bound up with the necessity of 
having a complete idea both of the armed forces stationed 
abroad and of the armed forces at home. General disarma- 
ment should extend to all countries and should include all 
armed services, wherever they may be. Accordingly, as 
regards this question, too, namely the troops at home, ve 
shall be able to reach an agreed decision when we get down 
to the examination of the problem of general reduction of 
armament. 

We must not minimize, however, the importance of the 
question which has been brought up today for our consider- 
ation. The question of the armed forces of members of the 
United Nations that have been stationed abroad for many 
months after the end of the war should not be drowned in 
more general problems that are to be subjected to a special 
consideration. 

In conformity with the remarks made by me, the Soviet 
draft was modified to include the addition mentioned by me 
and taken from the proposal of Mr. Austin. I submit this re- 
vised draft for your consideration and for subsequent sub- 
mission to the General Assembly. Its text is as follows: 








The General Assembly recommends to the Security 
Council to take a decision to the effect that states mem- 
bers of the United Nations organization should submit 
the following information to the Secretary-General within 
a month: 

(1) At what points in the territory of members of the 
United Nations or other states, with the exception of 
former enemy territories, and in what number are armed 
forces of other members of the United Nations. 

(2) At what points in the former enemy states and in 
what number are armed forces of the Allied powers and 
other members of the United Nations. 

(3) At what points in the above-mentioned territories 
are air and naval bases and what is the size of their 
garrisons belonging to the armed forces of states, mem- 
bers of the United Nations. 


(4) The information to be provided under para- 
graphs 1, 2 and 3 should refer to the situation as it ex- 
isted on Nov. 1, 1946. 

We all should submit this information to the Security 
Council. We have no justification to refuse to do this or to 
hide from the United Nations organization the actual po- 
sition in respect of our armed forces abroad. Not a single 
country should shirk this obligation, as this is necessary to 
enable the Security Council to accomplish the tasks assigned 
to it by the Charter. 

The Soviet Union is willing to do what is required by the 
present draft. We hope that the other governments, too, will 
agree to this. 

There can be no doubt that the positive solution of this 
question will serve the interests of peace and international 
security. 





VIEWPOINT OF THE U.S. 


Connally calls for a report on forces at home as well as abroad 


(Text of Senator Tom Connally’s reply to Foreign 
Minister Molotov’s proposal for a survey of Allied troops 
abroad, given before the Political and Security Com- 
mittee of the U. N. General Assembly on Nov. 20, 1946.) 


hie UNITED STATES delegation has listened with interest 
and attention to the remarks of the distinguished delegate 
trom the Soviet Union in relation to the resolution which he 
has just introduced into the Assembly. 

It will necessarily be impossible for the United States dele- 
gation to discuss in any great detail the question at this time 
because of the fact that we did not have a copy of the resolu- 
tion nor did we have an advance copy of the speech of Mr. 
Molotov, so that we shall have to content ourselves at the mo- 
ment with a mere outline of the general subject matter with a 
view to discussing the details later on during the debate and 
under the developments which may transpire. 

I desire to make it perfectly clear at the very outset that 
the United States categorically rejects as unfounded any con- 
tention that the presence of our troops abroad is endangering 
international peace and security or justifies a feeling of uneasi- 
ness among the peoples of the world. 

Mr. Molotov has very wisely and truly observed that during 
the war the Allies had to send their troops into friendly coun- 
tries to prosecute the war to a success and to crush aggression 
of the Axis. 

We found it necessary during the course of the war to send 
troops into foreign lands for this and other purposes connected 
with the prosecution of the war. We did not send them because 
we wanted war. We did not send them because we were try- 
ing to grab territories. We sent them in order to crush aggres- 
sions; to preserve the peace of the world; to restore it; to 
strengthen it; to carry out the purposes of the Charter of the 
United Nations. 

God knows that we did not look with satisfaction upon the 
shedding of the blood of our boys or upon the wasting of the 
treasure that we poured out so lavishly to our Allies in 
the war. 

In every case where American troops are located beyond our 
borders they are there with the consent of the government 


concerned. Whenever their tasks have been completed, it is 


the desire of the United States Government to bring them out— 
take them home. When the war ended we had 5,000,000 and 
more of armed forces abroad. Now we have only 800,000— 
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SENATOR TOM CONNALLY ) 
“The United States . . . is opposed to coercion of any kind.” 


approximately 800,000. Have we demobilized? Have we with- 
drawn them from enemy countries and from nonenemy 
countries? 

The United States, in the field of international relations, 
is devoted to the fundamental principles that we will support 
to the utmost the Charter of the United Nations. We are op- 
posed to coercion of any kind, political, economic or military. 
On those principles we take our stand. 

I shall not detain the committee by attempting to analyze 
the various arguments which the Union of Soviet Socialist 
Republics has advanced to the Security Council and here with 
regard to this proposal. If it is the view of the committee 
that these reports have value, the United States is perfectly 
willing to furnish the information requested in accordance 
with a properly drafted resolution, which we shall hereafter 
consider. We think that all of the cards should be laid on the 
table. 

Therefore, it is our view that the Soviet Union should go 


DECEMBER 3, 1946 « 45 








beyond its proposal and have its resolution cover the report 
of all troops in active service throughout the world wherever 
they are stationed. Whether they are within Russia proper or 
whether they are within the border states that touch her, or 
in other places on earth. 

Why should we limit it to troops in friendly countries when 
they are there with the consent of friendly governments and 
deny the information about troops in former enemy states? 
Mr. Molotov suggested that the presence of troops in friendly 
countries might result in the influencing of internal affairs 
within those countries. If that be true, what is there to prevent 
large armies in ex-enemy states being able to influence internal 
affairs and policies within those states? 

Mr. Molotov says that the war is over. Is the war over? 
We are here now and have been since April 1945, endeavor- 
ing to secure treaties of peace with five countries in Europe. 
We are unable to do so thus far. We have not succeeded. The 
war with those people is still on. The Soviet Union has troops 
in some of those countries, if not all of them, now. 

You mentioned Austria. The United States has repeatedly 
insisted that we ought to take up the question of Austria— 
make a treaty of peace with Austria, thereby make unneces- 
sary the keeping of troops in Austria on the premise that they 
are necessary to maintain lines of communication with troops 
in Italy and other portions of Europe. The United States does 
not regard Austria as an ex-enemy state. We regard it as a 
friendly state. Our troops are there not only because they 
are technically in a state of war, but because of the consent 
of the Austrian Government. 

In view of the remark made by the Soviet member, it is our 
hope that the Soviet delegation will consider the suggestions 
made as we take up for detailed action the resolution which 
he has introduced. 

Reverting to Austria for a moment, the foreign troops sta- 
tioned there impose serious burdens upon Austria. That is 
why the United States is pressing for a treaty recognizing the 
independence of Austria, thus making it possible for the 
prompt withdrawal of these troops. 

I might also digress for a moment to the fact that Korea 
is also a liberated country—not an enemy country. Although, 
unfortunately, unlike Austria, Korea does not have a govern- 





ment of its own. The United Statcs commander in Korea is 
pressing for resumption of negotiations looking toward the 
early establishing of a Korean Government in conformity with 
the Moscow Agreement of December 1945. 

The United States delegation wants to point out, as all of 
you already know, that in the field of foreign relations the 
United States stands for world peace. We have made tremen- 
dous sacrifices in that cause. We have shed oceans of blood 
of our finest and bravest manhood. We have poured out bil- 
lions of dollars to prosecute the war. But it was not for military 
glory that we did these things. It was not for the domination 
of the world. 

Some intimation is made here that the United States wants 
to dominate somebody. All we want to do is to remain here at 
home carrying out our fundamental principles, and in the 
foreign field doing whatever we may be able to contribute 
to the cause of peace—to the cause of amity among nations. 
We have no desire for aggression either by armies or ideology. 
We want every nation to pursue its own policies and we want 
to enjoy that same right unhampered by any foreign power. 

We do not favor aggression. We demonstrated that in the 
World War. We are not asking for any territory. We are not 
attempting the change of our borders and the incorporation 
of our neighbors in our country. We are not asking for repara- 
tions. We are not endeavoring to suck the life power out of 
the victims of the war in order to enrich ourselves. 

We are striving now to bring about the signing of these five 
treaties. We are also anticipating the consideration of treaties 
between Germany and the United States and the other Allies 
and with Austria. These are great problems. 

We are willing for the world to know where our troops are, 
whether they are at home or whether they are abroad, because 
wherever they are they carry no threat to the peace of the 
world. They carry the white banner of peace, unity and har- 
mony and international welfare. 

I see no reason why this resolution should not cover troops 
wherever they may be; whether at home, whether in friendly 
countries, or whether in ex-enemy countries. A soldier with a 
bayonet in his hands can be a threat standing upon his own 
soil as well as if his feet are planted on alien or foreign 
territory. 





GREAT BRITAIN’S POSITION 


Bevin declares disarmament is the paramount question 


(Text of British Foreign Secretary Ernest Bevin’s 
statement on the Russian proposal, given before the Po- 
litical and Security Committee of the U. N. General As- 
sembly on Nov. 21, 1946.) 


I WOULD LIKE to explain to the chair that I had intended to 
join in this discussion, as I was anxious to get the answers 
to the questions put by Sir Alexander Cadogan yesterday, and 
I thank Mr. Molotov for them. 

In the first place, this issue was raised as a question of a 
danger to peace; the fact that troops in certain countries were 
on Allied territory, by invitation or by treaty, constituted a 
danger to peace. That charge, as I understand it, has not been 
repeated this morning, or in this discussion. Therefore, my 
Government has been very anxious to know. whether all the 
attitudes that have been adopted toward us in connection with 
this next problem are not now embodied in the resolution be- 
fore us. 

My Government has been concerned for months, in fact 
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ever since the war closed, and prior to that when the Charter 
was being devised, with this question of disarmament. 

Between the two wars, it will not be denied, I think, by 
any nation represented here, that we took the lead in disarma- 
ment. My late Labor colleague, Mr. Arthur Henderson, spent 
the remaining days of his life in trying at Geneva to bring 
about disarmament and to establish peace, but he was thwarted 
and defeated, and in the end, war came. 

When that war came, my country was nearly defeated, 
too. We were within inches of being entirely wiped out 
by Hitler, and I ask this conference to consider what would 
have been the fate of the world if Britain had failed in 
1940 and 1941. 

I am afraid that the resources that would have been made 
available to Hitler in consequence of that defeat would have 
meant his triumph, and I mention this because we cannot ap- 
proach this problem again and afresh without taking all the 
lessons of from 1918 to 1939 into account, and we cannot 
plunge without careful study into an action which would leave 
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BRITISH DESERT FORCES IN THE BATTLE OF EGYPT 
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* . . consider what would have been the fate of the world if Britain had failed in 1940 and 1941.” 


us open to attack and endanger the lives of our citizens and 
others of the Commonwealth, without being quite sure that 
the instrument we are creating is effective and will, in fact, 
work. 

In listening to Mr. Molotov’s answer to the question, this is 
what troubled me, and I want to be quite frank about it. He 
said that if these returns are made, it will have a great po- 
litical effect. But is this being done for political effect, or is 
this being done for disarmament—two entirely separate 
things? 

It is quite true that policy can be built on different lines 
when disarmament is established, but I suggest with all re- 
spect that Article 43 does not deal with this resolution at 
all. It deals with a task which the United Nations is charged to 
perform for the maintenance of international peace and se- 
curity. And when it seeks to perform that task, then the na- 
tions must give the information required and my country will, 
when the Military Staff Committee sets to work on the task 
visualized in Article 43, give the information without hesita- 
tion and will withhold nothing from the United Nations. 

We make that declaration because we are very, very 
anxious that Article 43 will be used to develop the structure 
which, as someone said, will get rid of balances of power, will 
get rid of the tactic of nerve wars on small nations which is 
as bad as actual war, which is going on today, keeping them in 
a state of unrest, and will give to the people of the world ab- 
solute security. 

It is quite true that my Government did not put the dis- 
armament motion on this agenda, but it welcomes it whole- 
heartedly. I want to suggest, following on the remarks of the 
French representative—who called attention to the fact that 
the real issue was one of disarmament and not of these re- 
turns—that the two subjects, as Sir Alexander Cadogan indi- 
cated yesterday, are really one subject and, in my view, 
ought to be taken together so that the United Nations 
will have a constructive proposal on the whole question 
of disarmament and will not single out one particular 
phase of it. 

You have the obligation under Article 43; you have the 
machinery, under Article 45, of the Military Staff Committee; 
and as evidence of my Government's good faith, at the first 
meeting of the United Nations it pressed very hard for the im- 
mediate meeting of the Military Staff Committee. I regret, for 
reasons outside of our control, that nearly a year has gone 
without that Committee’s meeting effectively. 


Then, in Article 26 and 47 of the Charter, there is laid 
down the obligation in connection with planning for the regu- 
lation of armaments, and possible disarmament. 

Now, my Government's position is this: If this is taken 
as a single consideration, we cannot accept it; but we will sup- 
port it—and I hope it will be supported unanimously in the 
Committee—if the whole thing is taken together, so that the 
duty imposed upon the Committee is the obligation of Articles 
43, 26 and 47, and Article 45, so that the task of the Com- 
mittee is comprehensive and so that there can be submitted 
to the governments a plan, a plan which can be taken as a 
whole, dealing with the disarmament of all countries. 

It is true that this question of troops being in certain parts 
of the world represents one phase of this problem and probably 
agitates minds. But I do remind this body that Hitler had no 
troops on any territory outside Germany, yet that did not stop 
Hitler from building an army within Germany which nearly 
brought down the rest of the world. 

Therefore, in the name of my Government, who have gone 
through hell in this war, who for the last 30 years have 
had to be mobilized longer than anybody else—one day 
in three—who today are paying a frightful price in the stand- 
ard of life of our people—I ask in all solemnity that, instead 
of taking it on the narrow point now raised by Mr. Molotov, 
the Committee should vote that the two questions be 
taken together, that there be consideration of the whole 
problem of disarmament, with a view to giving the Security 
Council and the Military Staff Committee the greatest task 
that any body of people ever had—to build a structure of 
disarmament that will enable governments to come to a 
conclusion as to whether it is of such a character that they 
can to a large extent surrender their sovereignty to the 
United Nations. 

Now, sir, that really is what is involved in this question of 
disarmament. Can statesmen solemnly say to their parliaments, 
“I accept this new system which will give to the peoples se- 
curity, which has behind it confidence and honor; in all our 
action we can, instead of keeping great national armies, sur- 
render our security to the United Nations.” 

I am willing to back any proposal, provided the two pro- 
posals are put together and the whole thing is studied in all its 
aspects, in order to bring back a report which will enable the 
United Nations to come to a decision which I trust and pray 
may guarantee peace for hundreds of years to come. I move 
that that step be taken. 
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U.N. Vote Assured 
On Atomic Controls 


Nothing will be permitted to block 
a showdown in the United Nations 
on atomic energy controls. In Decem- 
ber, member nations of the Atomic 
Energy Commission will have to stand 
up and be counted on a report to the 
Security Council that will incorporate 
all features of the U.S. proposal. Test 
votes taken indicate 10 for the report 
and 2 against—Russia and Poland. 
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Britain’s Foreign Secretary Ernest 
Bevin was furious over the parlia- 
mentary attack that “rebel” members 
of his own Labor Party made against 
his international policies. Bevin, in 
New York at the time, told British 
associates in no uncertain terms that 
he regarded the party debate as a 
stab in the back because his op- 
ponents chose a time when he was 
away from London and unable to 
defend his Administration in person. 
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The U.S. delegates to the United 
Nations favor San Francisco as a 
permanent site for the organization, 
but may have difficulty getting Great 
Britain to agree. Although he has not 
discussed the matter publicly, Pres- 
ident Truman thinks the best loca- 
tions for the U.N. are (in the order 
named) California, Colorado, North 
Carolina and New York. 
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Russia’s insistence on reparations 
out of German production will be 
used by the U.S. as a bargaining 
point for settlement of the German 
problem. Some formula for current 
production reparations may be worked 
out to win speedier cooperation by 
Russia in unifying Germany. The final 
arrangement may be called by a dif- 
ferent name, and Russia may have to 
put up raw materials for the finished 
goods she wants from Germany. 
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Byrd Expedition Stirs ‘ 
Chile and Argentina 


The announcement in the U.S. of 
a new Byrd expedition to the Antarc- 
tic started a flurry of activity in Chile 
and Argentina. The two countries, 
acting jointly, are ready to oppose any 
territorial claims the U.S. makes in 
the region, and will carry the pro- 
test to the United Nations if they 
can. Chile is outfitting an Antarctic 
expedition of her own and Argentina 
may do the same thing. 
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Villagers and farmers in Yugo- 
slavia are growing bold in their re- 
fusal to co-operate with Marshal 
Tito’s regime. Criticism of the Gov- 
ernment has been expressed in public 
meetings recently. Some farmers are 
cultivating only enough acreage to 
feed themselves. Others deliberately 
have destroyed farm equipment, rath- 
er than pay the heavy taxes on such 
implements. 
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Twenty-five German factories for 
making explosives will be destroyed 
by occupation authorities in Bavaria 
during December. Also marked for 
destruction are the vast underground 
installations of the Messerschmitt air- 
craft works. 
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Argentina is expected to unify her 
armed forces under the new Five- 
Year Plan, which permits a Cabinet 
reorganization. There is speculation 
that Gen. Carlos von der Becke, mem- 
ber of the Inter-American Defense 
Board, will be taken into the Perén 
Cabinet as Minister of National De- 
fense. Miguel Miranda, president of 
the Central Bank, is being mentioned 
as a likely choice for Prime Minister. 
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Soviet Coal Miners 
Protest Low Wages 


Gasoline rationing in Great Britain 
will be lifted before the winter is 
over. Britain has been on gasoline ra- 
tions for seven years. 
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If Russia protests the plan of the 
U. S. for military occupation of island 
bases taken from the Japanese, the 
U.S. is likely to counter with this 
reply: It is in accordance with Russian 
precedence in Eastern Europe for the 
U. S. to occupy these islands until the 
U.N. Security Forces are ready to 
take over. Then the Pacific facilities 
will be made available for forces op- 
erating under the U.N., and the U. S. 
will expect Russia to do likewise with 


“facilities” now manned by the Soviet 
Army. 
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When Warren Austin takes over the 
full job as U.S. representative to the 
U.N. in January, he will have an of- 
fice in the State Department Building 
in Washington and spend much of his 
time there. Herschel Johnson will rep- 
resent Austin in routine matters be- 
fore the U.N. Security Council. 
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Russian workers, not allowed to 
strike, are using the “slowdown” to 
protest against low wages. In some 
coal-mining districts, output has 
dropped to less than half of normal. 
To combat the slowdown, the Soviet 
Government is promising more con- 
sumer goods in the future for more 
production now. 
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Because of the recent intraparty 
revolt against U.S.-British ties, the 
Labor Government in Britain may 
sponsor trips to the U.S. for mem- 
bers of Parliament next year to en- 
courage a better understanding of 
each country. 
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PRESIDENT AND CHAIRMAN OF THE BOARD Washington : a fi C. VICE CHAIRMAN OF THE BOARD 


POSTAL ZONE [3 
HILLEARY G.HOSKINSON 
SENIOR VICE PRESIDENT 


October 15, 1946. 


Mr. Walter L. Brauer, Treasurer, 

United States News Publishing Corporation, 
Twenty-Fourth and N Streets, N. W., 
Washington, D. C. 

Dear Mr. Brauer: 

In response to your inquiry, there have 
been deposited with us through October 10, 1946, a total 
of 101,335 individual subscription remittances for World 
Report aggregating $460,045.00. 

It is my understanding that you began 


publication of World Report less than five months ago. 
‘Very sincerely yours, 


Senior Vice President. 

















UNITED STATES NEWS PUBLISHING CORPORATION 
THE UNITED STATES NEWS 
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Together these two magazines deliver a total 
of more than 350,000 net paid circulation— 


THE CREAM OF NEWS MAGAZINE READERS 
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There's a wealth & cheer in its Sunny Morning Flavor 


Festive occasions and Schenley Reserve belong together, be- 


cause they re both special! Schenley Reserve’s Sunny Morning 
flavor brings a special...an extra measure of enjoyment. 


Taste why Schenley Reserve is far and away America’s favorite! 
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BLENDED WHISKEY 86 PROOF. 65% GRAIN NEUTRAL SPIRITS. COPR. 1946, SCHENLEY DISTiILLERS CORP., N.Y. C. 
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